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INTRODUCTION. 

It is plain to every student of political conditions 
that our social institutions are In the midst of a 
revolution. The mode of production, the distribu- 
tion of wealth, and the relations between labor and 
capital are undergoing rapid changes. The many 
differences between employer and employee under 
existing conditions lead to many strikes — a state of 
war between capital and labor; and unless a per- 
manent basis for the settlement of these differences 
be found or created, they may result in a resort 
to arms. Employer and employee each claims cer- 
tain rights, and each claims thaMI* wants nothing 
but what is fair, but there is for these conditions 
no rule or law for determining what is fair. 

It is essential to the correct solution of questions 
of an economic nature that the economic conditions 
must neither be ridiculed nor deplored, but under- 
stood. 

All specific or general observations will never 
lead to a thorough understanding of these condi- 
tions. They must be grounded on a thorough 
knowledge of the 'elementary principles of political 
economy. In approaching these conditions it will, 
therefore, be necessary to start with these element- 
ary principles, just like the study of any other 
science is begun, and to understand, first, the 
jneaning of value, capital, labor, etc. 

This may be tedious; however it will not only 
repay the student for the effort, but it will be 
indispensable to the correct understanding of the 
great questions confronting our nation. 



VALUE) IN USE. 

In daily life we see that things very different in 
appearance are exchanged; for instance, a coat 
for ten silver dollars. In this case, then, the coat 
and the ten dollars are treated as the members of 
an arithmetical equation: one coat equals ten dol- 
lars. This could not be done if there were not 
something equal in both, something which can be 
measured with the sarrie measure. I will demon- 
strate this with another example: Sugar is 
weighed with iron weights. A certain quantity is 
equal to ten pounds; but this weighing is only pos- 
sible because iTon and sugar have the same prop- 
erty in them, the only property that makes weight, 
to-wit: gravity. 

The equal property to which we refer in our 
present investigation is commonly called "value." 
We say a thing has value if we would rather pos- 
sess it than be without it, and we say a thing "A" 
has as much value to us as a thing *'B" if we value 
* one in the same degree as the other. 

But not only things are exchanged one for an- 
other; we also pay money or give goods for human 
labor, consequently this human labor contains this 
same property i. e. value. 
I We also give money or grain for the right to use 

a house or a farm; this right to use, then, contains 
this same property i. e. value. Bear in mind, value 
is given for the right to use this house or farm 
which remains the property of the landlord. 

And finally we pay value for certain rights, such 
as patent rights, rights-of-way, etc., and these 
' • rights must therefore contain a certain value. 

Any definition of value may be tested by apply- 
ing it to each of the above illustrations, and its 
correctness thereby determined. 

All things that we in any manner use or must 
use are full of use i. e. useful to us. The property 
which makes anything useful is its "utility," and 
in order to live as we wish to live, we would 
rather possess these "utilities" than be without 
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EXCHANGE) VALUK. 

To come to an exact conception of "value in 
exchange" I will start with as simple an example 
as I can contrive. Say for instance, four men are 
out seeking a homestead and lose their utensils but 
have equal money. A man comes offering a tent for 
sale just large enough for one. The vendor puts it 
up at auction and, taking for granted that each 
man acts strictly selfishly, they bid. The one who 
is most sensitive to the influence of the weather 
bids highest, say one hundred dollars, and gets the 
tent. Later the tent man comes with another 
tent. It will bring as much as the one of the three 
remaining who is most sensitive to the cold will 
give, say ninety dollars. Similarly he makes a 
third trip and gets $80.00. On his return for the 
fourth time the fourth man is gone. The others, 
whose wants are satisfied, crack jokes at his ex- 
pense, and, if the load is too large and the roads 
too rough, the would-be iSeller must prefer to throw 
his heavy tent away, provided the tent is worth 
less to him than the labor of hauling. All these 
acts follow in logical conclusion from the principle 
for exchanging values i. e. if a man has a choice 
between two things of different value he must pre- 
fer the one of higher value. This is evident to 
everybody. It is simply a corollary of the definition 
of value. Say a thing "A" has a value "X," and a 
thing "B" has a value of "X" plus "Y.^^then one 
must prefer the thing "B,** because it has the same 
value as "A" and something in addition thereto. 
A valuable thing is a thing that a man would 
rather have than not have; so, for that reason he 
would rather have the additional value "Y" in the 
thing "B" than the thing "A" which does not con- 
tain the value "Y." We see in the example of the 
four men and the tents that each of the men acts 
in accordance with his desire for the tent for his 
own personal use, and in each case nothing but the 
personal value weighs in the consideration. We 
must remember, however, that the seller, acting 
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from tlie same selfish motives, intended to get the 
highest price that any man would give rather than 
do without a tent. 

Out of these "personal values" the "exchange 
values" formulate themselves. 

After the first day's deal the quotation on the 
Board of Trade would have been: Tents $90.00 
paid; $80.00 bid. On the second day: $90.00 asked; 
$80.00 bid and dropped to $80.00 paid. Similarly 
the third time. — I shall speak later about the 
fourth time. 

In other words: when the seller appeared with 
his first tent the market value at which a sale was 
made was equal to the personal value which the 
tent had for the man who needed it most. 

The second time, the first man's want was satis- 
fied, and a second tent being of no value to him, 
the market value dropped to the highest '^personal 
value'' to any of the remaining men. The third 
time the same way, and the fourth time the same 
way. It had no value to the three then present and, 
for reasons stated, none for the would-be seller; 
hence it was thrown away. 

Now let us from this little example see how the 
principle applies to the situation in the open mar- 
ket and see what conclusions we can draw there- 
from. Supposing the seller had not been shrewd 
enough to put the tents up at auction but had come 
into the crowd with the announcement that he had 
a tent to sell for $20.00. All four would have 
jumped at the opportunity to buy at that price, but 
only the one who first said "aye" would have got 
it. During the sale the market was "unsettled." 
But, assuming always that the "exchange prin- 
ciple" is followed out, immediately after the sale 
the others would have commenced bidding until at 
the close of the exchange the quotations would 
have been the same: The value it had for the one 
whose want is greatest i. e. $90.00. For every one 
would have compared the value of the tent to the 
value which the money would have had foj him 
and finally preferred the more to the less valuable; 
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and likewise at the second and third time. 

Supposing the man had at flr&t come with two 
tents and had been shrewd, the first tent would 
have sold for $90,00 and the second for $80.00. The 
closing quotation would have been: $80.00 paid; 
$70.00 bid — again the value to the one needing it 
most. If the buyers had seen that he, the vendor, 
had to rid himself of the two- tents, they would 
probably have paid the same price, each $80.00, but 
the closing quotation was the same: $80.00 paid; 
$70.00 bid. And again the closing quotation would 
have been the same if he had originally sold the 
tent for $20.00 through the purchaser's competitive 
bidding. So no matter what the seller might have 
done or how shrewd or smart he might have been, 
the rule follows that the market or exchange value 
is equal to the highest personal value to any person 
in the market. Bear in mind, the ones whose wants 
are satisfied are not in the market. 

Now, coming to the fourth transaction: from the 
foregoing and especially the presumption that the 
seller sold his tents at a fixed price of $20,00 and 
also from the fact that he finally threw his fourth 
tent away, it is evident that the seller has nothing 
whatever to say regarding the value of a thing 
af*er he is once in the market with it. The market 
value is fixed absolutely by the people whose wants 
are unsatisfied when a thing is in the market — in 
other words by the huyer, not the seller. 

But the simple fact that the seller first brought 
in the one tent only kept the market value up to 
$90.00 paid and $80.00 bid. Had he brought in two 
tents the market value would have been $80.00 
paid, $70.00 bid. Had he brought in three the price 
would have been $10.00 less than this. We see this 
result reached every time a new article is brought 
into the market. It is held at a high figure so as 
to catch the trade wanting it most — think of 
bicycles, automobiles, etc. — but gradually the man- 
ufacturer has to sell an increased quantity to such 
people as do not care so much as the first buyers 
did. 
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While in the above example a point is equal to 
110.00 a point in the grain market may be equal to 
% cent, and the "asked," "paid," and "bid" prices 
may all range within this % cent. 
* Now it must be understood that it does not make 
a particle of difference why a certain thing has a 
certain value for a man. Whether he buys a tent 
to sleep in, or whether he wants to store his edibles 
in it, or whether he buys it to sell again makes no 
difference. All kinds of influences are acting in 
men's minds when they determine for themselves 
the value of a thing, such as inherited inclinations 
and passions, education, one's temporary condition 
and humor, and especially one's financial condition. 
For purposes of an exchange man has to measure 
all things by things in his possession, and a man 
in very poor circumstances will always begin with 
providing the necessities of life and prefers bread, 
for his own use, before luxuries. 

The fact that each person will try to buy a thing 
as cheaply as possible is again a direct conse- 
quence of the "exchange principle" to prefer the 
higher value before the lower. A man will not pay 
$2.00 for an umbrella if he can get it for $1.00, 
because an umbrella plus $1.00 is of more value to 
him than only an umbrella. Therefore all pur- 
chasers will buy of the cheapest seller of a number 
who openly announce their prices. 

Thus, in the open market, it follows, that a cer- 
tain thing can command only one price unless a 
certain degree of shrewdness on the part of the 
would-be sellers conceals the true condition pf the 
market, i. e. the formation of an open market is 
obstructed. The latter is the oriental way of trad- 
ing, while nations of a higher grade of commercial 
development follow the principle of one price to 
all. The oriental way requires that the vendor 
treat each customer to himself, without knowledge 
of others, since he strives in each case to get the 
personal value of an article instead of the exchange 
value. Since each case requires special handling 
the oriental way, of necessity, applies only to small 
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trading. Our great department stores simply put 
a thing in view of the public and permit the public 
without any persuasion to buy at the figures ex- 
hibited. 

I have said before that the seller, after he once 
puts a certain quantity of a thing on the market, 
is absolutely powerless to influence the market 
value. This' is true, of course, if the article has 
no value for himself but if it has, he can not, under 
the rule of the "exchange principle," sell it below 
that price, but becomes a buy^r himself. In our 
example had the last tent had a value for himself, 
he would not have thrown it away. 

Concluding directly from the definition of value 
as we have uniformly done we see that in the 
open market, that is, in a community willing and 
able to acquire a certain article by exchange the 
market as a whole acts like an individual, and the 
quantity offered is a useful thing to satisfy the 
wants of the marlcet just like a single thing satis- 
fies the wants of an individual. While the want of 
a single person may be ten bushels of wheat, the 
want of this great unity, the world's market, may 
be one thousand millions of bushels. The separate 
individuals composing the world's market may 
each have different personal valuations for the ar- 
ticle in question, but the value at which the same 
is exchanged is equal to the value that such per- 
sons place on it as are needing it most, the ones 
whose wants are supplied not considered. Take 
wheat and imagine the want as a pit or vacuum, 
the surface signifying the point at which wheat has 
no value, which I will illustrate by the following 
outline: Let the figures A., B. and C. (equal in 
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size) represent the wants of three different years. 
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and the darkened parts of the pits the quantity of 
wheat grown and marketed, uet us suppose that 
a small quantity of wheat at the bottom of these 
pits in either of three years would have brought 
$1.00 per bushel, then it follows that the price 
would have decreased as the supply approached the 
level of the surface and above that point become 
valueless. In 1900 the supply reached the |1.00 
point, in 1901 tlie 70 cent point, and in 1902 the 
50 cent point. Should the supply have reached the 
five cent point it might have been used for fuel in 
preference to coal. 

The vacant and unfilled spar<^s of the pits or, in 
other words, the unfilled wants of the people are 
equal to the "utility" in an economic sense. They 
give to a fraction of a cent the exact value to 
wheat. If the pits increase in size, i. e., if the 
demand increases, the value will rise; if the de- 
mand diminishes the value will shrink. The want 
Is the demand. The quantity to fill the want with 
the corresponding things containing the required 
"utility" IS the supply. The "utility" for the re- 
maining want is the value in exchange. 

Note: We here use the word "demand" in a 
much broader sense than It is ordinarily used. In 
every-day language the word "demand" is applied 
only as meaning the ordinary demand for the cus- 
tomary usage — not for any possible ^sage, as we 
apply it. 
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Nothing can be measured, weighed or valued 
by itself or its absolute equal. It would express 
nothing to say a tree is twice as large as half of 
itself or that one bushel of wheat is worth or 
weighs as much as one-tenth of ten bushels. For 
comparison something else is required. But the 
other thing must contain the same property as the 
thing to be compared. If they be compared to their 
value, i. e., "utility," they must contain value, i. e., 
"utility." Only useful things can be equal as to 
their value, but it is of little consequence in what 
manner they may be useful. Two things, however 
different, containing an equal quantity of ab- 
stracted utility for a person are of equal value to 
that person. 

For the different kinds of properties with refer- 
ence to which things are compared the ingenuity 
of man has invented certain measures. For di- 
mensions we have the foot, for gravity the pound, 
for electricity the watt, etc. The exact size of the 
measures is fixed by law. By this it is not meant 
that the law exercises any influence over the figur- 
ing, trading, mode of weighing, etc. All the law 
does is to say that from its passage such and such 
weight (quantity) is called a pound, just as the 
law gives a certain place a name, for instance, 
"New York." 

Now, the value of a bushel of corn may be ex- 
pressed in anything except corn as long as the 
other thing contains value or utility. For instance, 
in wheat by saying that one bushel of com is equal 
in value to half a bushel; of wheat. In that case 
one-half would be the wheat value of corn. If ex- 
pressed in coal we would say the coal value of com, 
if in gold tne gold value, and if in money as its 
money value. The words "money value" are ex- 
pressed by "price." The "price" is the "money 
value." 

The law can fix any certain quantity of any use- 
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ful thing as a^ unit of value; say, for instance, 100 
pounds of coal be the unit, and it may abbreviate 
the name of the unit to a certain other name, say, 
dollar. Tne "dollar" would mean nothing in the 
world but 100 pounds of a certain coal. As soon 
as the dollar designates a certain quantity of a 
certain useful thing as a value unit the people 
have simply a very easy and nice way to express the 
value of all their commodities in a form by which 
each can be easily compared; for instance, saying 
that com is worth half a dollar and wheat one dol- 
lar would mean that corn is worth half as much as 
wheat. ^ 

Our legislators have taken 25.8 grains of gold 
as the unit and call this quantity "dollar." They 
had their reasons for doing so, to which I do not 
care to refer. It must not be forgotten that the 
meaning of "dollar" is simply an abbreviation of, 
and absolutely equivalent to, the words "25.8 grains 
of gold of standard fineness." 

The establishment of a certain thing for a unit 
of exchange, or, in other words, as money, puts a 
new usage on tne thing. Suppose that gold up to 
a certain time was never used as money but only 
for watches, jewelry and medical purposes, but 
suddenly and solely be established as money, a new 
demand would be created for gold. While the 
farmer would up to that time nave exchanged corn 
directly for wheat or other commodities he would 
now be afforded the opportunity of exchanging his 
corn for gold to those who had not wheat, know- 
ing that with this gold he could buy anybody's 
wheat. The wheat owner in his turn knows that 
he can buy anything he wants of anybody who has 
what he wants, and so on; but while he is travel- 
ing and between his two deals he has to carry 
some gold with nim, and every other person in the 
land has to do likewise. 

While nobody nolds it long, it takes tremendous 
quantities of the metal for these intervals of time. 
This is the new usage which tne new demand for 
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gold created. Naturally the gold will go up as 
compared to all other commodities, or all other 
commodities will go down as compared with gold, 
which amounts to the same thing. 

But do not forget that it is only the quantity 
of the actual metal which is needed for exchange 
purposes that counts. Only in the amount of this 
quantity is it that its value rises as against all 
otner commodities. 

Imagine now a tremendously wealthy person 
issues checks in denominations of one dollar each, 
on which is inscribed that he will pay the bearer 
one dollar (25.8 grains of standard gold) for one 
of these checks, then the value of gold would 
diminish in just such a ratio as these checks in 
circulation are to the whole amount of gold, pro- 
vided that while the issuer is rich he keeps not an 
ounce of gold to back these checks with. If the 
ability to pay, of this person, be never questioned, 
and if the checks be considered handier by every 
one, and in every case then he need not carry an 
ounce of gold co back these checks. 

If not one person but thousands of persons issue 
checks the value of gold would again be decreased 
by the amount of such checks in circulation. When 
these checks are deposited in banks for credit, sub- 
ject to private checks, there is no more gold re- 
quired, but when they are presented for payment 
in gold then the amount necessary to pay such 
checks is actually needed in the metal, and in pro- 
portion to this demand the value of gold rises 
again. 

When I say the value of gold rises I mean that 
it rises in the same proportion as all other com- 
modities fall. 

To sum up: The establishment of a certain 
commodity, say, of gold, as money in a country 
where it never has been established for "money" 
purposes, the value of this gold rises in propor- 
tion to the increased demand for the gold metal 
for exchange purposes. Let "g" represent this 
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quantity. 

The value of gold decreases upon the issuance 
subsequently of all kinds of paper money, checks, 
etc., in proportion to the amount in which this pa- 
per is kept in circulation Instead of gold. Let "p" 
represent this quantity. 

The value of gold rises again in proportion to 
the amount necessary to back this paper. Let "b" 
represent this quantity. 

Consequently in a country in which gold is es- 
tablished as money absolutely as a new metal, and 
checks and paper money representing gold issued, 
the value rises in proportion to "g" plus **b" minus 
p," i. e., the amgunt of the metal actually in cir- 
culation plus the amount of metal necessary to 
back the checks. 

After this the value of gold is subject only to the 
same influences as other commodities, 1. e., in- 
creased demand for a metal as money and in- 
creased supply by mining. (In this chapter I am 
not speaking of money as capital; that is, of its 
value as an interest-bearing commodity, but only 
of its property as a medium of exchange.) 

Whether the checks be issued on paper or on 
copper, nickel or silver has no bearing on the price 
of gold. 

As long as the bonds or promissory notes of a 
country will sell for gold its gold currency is sound, 
and the bonds will remain good just as long as the 
tax-paying power of the people is good. 

It is evident to everybody that very little actual 
metal is needed compared with the entire circula- 
tion, including private checks. 

Before a system of paper money, in every re- 
spect satisfactory, was established, payment in 
coin was the only safe method. The production 
oi gold being small prior to 1848 and the demand 
for money not oeing relieved by a satisfactory pa- 
per currency, it was necessary that more than one 
metal should be employed as coin, so both gold and 
silver were used, 
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When two different articles are used as mediums 
of exchange it will be necessary in each case to 
state in which metal pajonent is to be made; for 
instance, a house may cost 5,000 gold francs or 
t),000 silver trancs, and unless a special condition is 
created (of which I shall speak later) these two 
prices will vary according to market fluctuations 
of the metals. "We would then have two kinds of 
money absolutely independent of each other. The i 

5,000 gold francs might be worth as much as 4,000 
silver francs at one time and at another they might 
be worth as much as 6,000 silver francs. In ex- 
changing the one for the other they would have to 
be sold one for the other like any other merchan- \ 

dise. 

The tremendous difficulties and instability of ! 

such a state are, of course, at once evident, the ! 

very definition of money being *'one useful com- 
modity in which all other values are expressed." 
But here would be two such useful commodities 
varying in value to each other. The difficulties 
would at once disappear if the two metals were 
always kept at the same ratio, and for a long time 
the ingenuity of man found a means of doing this 
fairly satisfactoriljr. 

A mere act of legislation could not do this, as a 
matter of course, each man in the world being his 
own judge -of values at which he wishes to ex- 
change and if a ratio were fixed so, the seller would 
simply ask in which metal he would be paid. If 
payment were not to be made in the metal he de- 
sired he would figure for himself what sum he 
would have to asik to get the amount in the metal 
he desired and name his price accordingly. If pre- 
vented by law from asking this question (com- | 
pulsory currency) he would simply name the price 
of the article in question in the inferior of the two j 
metals. The buyer following the exchange prin- 
ciple would invariably pay in the inferior metal 
and the most precious metal would disappear at i 
once and be sent out of the country in exchange for ! 
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a larger quantity of the inferior metal. All this of 
necessity would follow directly out of the exchange 
principle. 

A better way of keeping the two metals on a 
parity at a certain ratio is easily understood from 
our explanation of the market value. It is obvious 
that the price of any commodity can be kept con- 
stantly at one figure under one condition only, viz : 
One person, syndicate or government would have 
to have absolute control of the supply or demand, 
or both. 

The governments not being able to control the 
supply from all the mines, there remains, then, the 
demand only to be considered. The governments 
of the different countries could, of course, agree to 
keep a certain commodity at a certain price by 
agreeing to make a demand sufficient at any time 
to bring it to that price. 

Say for instance that the problem should be to 
keep copper at a steady and uniform price of fifteen 
cents per pound. Then the governments would 
have to do more than to simply say, "It's worth 
fifteen cents." They would have to actually pay 
fifteen cents per pound or fifteen dollars in gold 
for each one hundred pounds of copper, and, if they 
could not use the copper, they would have to store 
it away in such quantities as would be necessary 
to raise the market value to fifteen cents per pound, 
or, in other words, to establish the free and un- 
limited coinage of copper at the ratio of fifteen 
cents per pound. If the supply be large, the gov- 
ernments would have to buy largely, no matter 
whether the people needed the copper as exchange 
medium or not. But not only that, should the 
supply of copper fall short the .tendency being that 
copper would rise above fifteen cents per pound, 
the people needing it would immediately melt down 
copper coins which they could get for fifteen cents 
in gold from the governments simply by getting 
change, and the governments would have to furnish 
them indefinitely with copper at fifteen cents per 
pound. They could not procure the copper from 
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the mine owners by paying gold for it, because that 
gold would be shortly presented again at the treas- 
ury for copper and if this continued for a long 
time some catastrophy would surely end this 
system. 

It is easy to understand why it is a bad financial 
system which requires a government to buy what 
it can not use and to sell what it ought to keep^ 
This can be avoided by using only one metal as 
money. 

To sum up: Bimetallism at a fixed ratio is only 
possible if the market values of the two metals are 
kept at a fixed ratio the world over by means of 
unrestricted and free coinage and exchange of the 
two metals by one or more countries, and will re- 
main so just as long as these countries are unques- 
tionably able to do that. 

A single standard is preferable for the reason 
that it does away with all difficulties in keeping 
the two metals at a fixed ratio. The name "money" 
signifies '"one commodity in which all other com- 
modities are exchangeable." 

Paper money is good as long as it is exchange- 
able at any time for coin. This coin may be in the 
treasury (in which case paper bills are simply 
warehouse receipts or certificates of deposit), or if 
not in the treasury, the paper money is good as 
long as the ability of the respective government to 
get bullion for their bonds is unquestionable. 

Fractional currency beyond the metal value 
thereof is on the same footing as paper currency. 

As we stated before, we are not referring to 
money as capital — which we shall do in the next 
chapter — and have said about all we can without 
going into details, the doing of which might fill 
volumes. Money in itself has not caused the forma- 
tion of trusts during the milleniums and has noth- 
ing more to do with the formation of one than any 
other article. There is nothing in it of a mysteri- 
ous character, no power beyond the power of other 
property. The extent of wealth is always expressed 
in money and this has sometimes misled people 
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into thinking of it as something of a mysterious 
value, but when a man wishes that he had a million 
dollars he invariably does not think of the money 
but of all kinds of possessions worth a million 
dollars. 



y 
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CAPITAL. 

There are two kinds of valuable things: 

1. Such as have their utility or value in the 
material, and 

2. Such as have it in their construction. 
Those of the first class disappear when being 

used, piece by piece. They are consumed and are 
useful only by being consumed. We shall call these 
"commodities of consumption." 

Useful things of the second class emit or radiate 
from them a useful labor and this useful labor is 
consumed. The fact that this class of things de- 
cays in the course of time is only troublesome. 
This class we call "capital commodities." 

Commodities of consumption are bread, grain, 
money, etc. 

Capital commodities are houses, sewing ma- 
chines, tools, slaves, etc. 

If a man eats bread his want is satisfied through 
the disappearing — the consumption of the bread. 
The knife that he uses in the process is useful to 
him through the labor it performs in cutting the 
bread into slices. The bread would not be valuable 
to him if it were not chewed and digested — con- 
sumed — but the less wear and tear the knife shows 
the more valuable it is to him. 

A combination of capital commodities, the ra- 
diated labor of which is sold, is a capital. For in- 
stance if I have a combination of knives, forks, 
pots, cups, etc., I have a dining outfit consisting 
of capital commodities. If I employ the outfit, in 
a restaurant, letting the guests use it for a con- 
sideration, then this outfit is my capital. 

The totality of the capital commodities of the 
world, the radiated labor of which is being sold, 
is the capital. 

Commodities of consumption often undergo many 
changes. The commodity iron ore is placed in the 
smelter with shovels, and whatever remains on 
the heap to the last piece is the same commodity, 
iron ore. In the smelter it becomes iron, another 
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commodity of consumption, and so it continues to 
undergo many processes before it finally becomes 
nails, another commodity of consumption. All 
nails in the keg to the last one are commodities of 
consumption. 

Some of these nails may be used in the construc- 
tion of a house. As such they become a part of a 
great system of construction, house. This house 
does the following labor: It affords shelter, keeps 
out the rain and cold, etc. It does this labor by 
means of its construction. If all articles used for 
it, the lumber, nails, etc., were piled on a heap they 
would not perform this labor. This house is my 
home. It is my castle. I may have a jolly time in 
it and enjoy it immensely. It is my capital com- 
modity. When I depart from it and rent it to 
another for |15.00 per month it is my capitah and 
I am a capitalist. 

I said in the first chapter thkt a correct defini- 
tion of value could be tested by applying it to the 
examples of renting a house or to human labor and 
its correctness determined. If the renting of a 
house or of human labor were not useful to me it 
would not be valuable to me. Only because the 
same element, "utility," is contained in a day's 
work and in a quantity of corn they can be set 
equal to, or exchanged for, each other. 

I have shown that the capital commodities de- 
pend for their "utility" — value, upon the labor which 
they emit or radiate by means of their construction. 

Labor is activity, — motion. A quantity of a cer- 
tain grade of labor is measured by the time. The 
laboring man measures his labor by days and hours 
and receives therefor weight — quantities of gold, 
etc., and -the utility of a capital commodity is al- 
ways dependent upon time and can not be sepa- 
rated therefrom. The utility of a slaughtered cow, 
a commodity of consumption, is delivered at once, 
as soon as she is killed. The hide, meat, etc., are 
in the hands of the butcher immediately and if, 
after killing her, he should wait a year, there 
would not be more of it. The dairy cow, a capital 
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commodity, will, however, produce her four thou- 
sand gallons of milk only under the reign of a 
certain amount of time and could not give them 
up at once, nor could a house conveniently harbor 
one thousand people in one day, while in the course 
of twenty-five years a thousand or more may live 
in it a month each. 

Upon this time feature depends the much debated 
and most important peculiarity of capital to com- 
mand incerest or rent beyond the value of the wear 
and tear on the capital. 

In approaching this subject I wish to mention 
one thing which has probably occurred to the 
reader before this and of which I shall speak fully 
under the title of "Production." All capital com- 
modities are consumers. They will consume hay, 
coal, oil, champaign, human labor — in short, a 
variety of things. In speaking of the values of 
radiated labor in this chapter I in each instance 
mean net values after the consumed values havs 
been deducted. 

It will be remembered that the valuation of a 
thing in each instance depends upon the individu- 
ality of the person in question. To speak more 
accurately: it depends upon mental emotions and 
reflections, and activity of the brain. This again 
is influenced by education and by the senses 
through which the nature of the thing in question 
enters into the brain and its activity. 

All these emotions and reflections follow one 
universal rule: The farther away the exciter of 
these is from the respective person the more in- 
significant they appear to him. In the senses this 
applies to distance in space, in a mental activity 
to a distance of time. 

A man six feet tall at a distance would appear 
to our eyes smaller than a ring two inches in 
diameter near by. We could see him through the 
ring, feet and head. 

The sound of a gun is less significant than the 
tramping of a foot if the former is sufficiently far 
away. 
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The recollection of an incident in childhood 
vanishes with age. 

We are certain that the moment of our death 
will come and while we may think ten hours a day 
of it when we feel that the shadow of death is near, 
yet we might not have thought about it an hour a 
week in the prime of life. 

. . The valuation of a thing in our mind is abso- 
lutely dependent upon the same factors and mech- 
anisms of our brain and senses as these and must 
follow the same identical rules. 

The greatest values for us are the necessaries of 
life, while articles of luxury are secondary and 
only come after our want for bread is satisfied. We 
know this want not only from feeling hunger, but 
we know from reflection and experience that we 
shall have this same want for food every day in 
our lives, and that it will be our greatest want 
every day; but we feel the present want in the 
shape of hunger very keenly (almost keenly enough 
to risk our liberty to satisfy it), and while we 
know that by to-morroxc we shall want our bread 
just as much as we do to-day's, such fact doeg not 
now bother us as much as to-day's, and whether 
we have something to eat in a year from now docs 
not even enter our minds. Thus the value of a 
future day's bread is now smaller than to-day's 
bread. 

Rather than trouble ourselves about our meals 
for a month hence we may buy a pair of shoes. 
Of course if we had just enough to live on for five 
days we would let the shoes go. Let the following 
diagram show the different wants (utilities, — 
values) as they appear to-day, which let us assume 
to be January first: 
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That would mean that a man feels the present 
want of food twice as strong as the want of shoes, 
and ten times as strong as the want of an umbrella. 
His present want for shoes will be about as strong 
as he now feels the want of food two months hence, 
and if he sees food ahead to February 28th he will 
not worry about it and buy shoes, but will buy an 
umbrella only if he feels comfortable about his 
primary wants for some time more remote. 

Of two men in the same condition, "A" may, of 
course, feel his future needs much more keenly 
than "B," or, in other words, the future needs will 
appear to diminish in a much slower degree with 
**A" than with "B." This is the psychological ex- 
planation of the provident and improvident man. 
"A" will hang to his means for future needs. "B" 
will not care for to-morrow but enjoy the luxuries 
of life as long as his means last, but while the 
ratio in which future values diminish in men's 
minds differ, the principle, the fact that they di- 
minish, is universal. The improvident man may 
value 100 bushels of corn, now in hand, worth as 
much as 120 bushels to be given him in a year. 

The provident man may consider 100 bushels 
of corn now worth as much as 105 bushels in a 
year, but, provident or improvident, later deliv- 
eries are always less valuable; it takes more to 
make an equation with all men. 

Let the equation be 100 bushels now, 110 bush- 
els a year hence, then that would mean for a 100 
bushels now, will be paid a 100 bushels a year 
hence plus 10 "bushels. 
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This additional 10 bushels is called the' inheres*, 
the original hundred bushels the capital, the prin- 
cipal. 

This law now is of the greatest importance on 
capital commodities of a long life, say farm land, 
for instance, because capital commodities will 
yield their utility only as time goes by, as hereto- 
fore explained. 

The labor the farm land radiates is its chemical 
activity in transforming into plants or fruits nu- 
merous seeds, kernels, grain, chemicals, etc. This 
net utility of the farm land may be exchanged in 
two ways: first, by sale; secondly, by renting. In 
a sale an exchange will be affected by which one 
sum, to-day paid, will be exchanged for all the 
coming year's utilities. For the farther removed 
ones he can not pay very much to-day, because they 
appear to him very small, and for the tenth crop 
(utility) he must wait fully ten years. 

In renting, the tenant pays his money in each 
case for the present year's crops which In each 
case appears the most valuable to him. 

A purchase appears similar to the following 
diagram : 
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While the purchaser pays as much as the future 
and remote values of the farm now appear worth 
to him and pays it now, the renter pays as much 
as the value of, in each case, that year's crop 
appears worth to him then. Nobody will of course 
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think of paying as much to-day for the fiftieth crop 
as he would for this year's rental. The tenant, for 
instance, values the twentieth year's use of the 
farm at $50.00, and this year's at $100.00 for the 
same land. He estimates that $50.00 will equal 
$100.00 in twenty years. 

Since to-day's value of the crop of 1901 is larger 
than 1902, larger than 1903, etc., the to-day's value 
of all these crops (the purchase price) is less than 
the total sum that will in course of years be paid 
year after year. 

Consequently it follows that the owner of farm 
land in renting it must get more in rent in the 
course of years than the farm cost originally. It 
follows as the result: the necessity of paying rent. 

In renting machinery, houses, etc., the wear and 
tear until they be entirely worn out must be de- 
ducted from the gross rental value in order to 
obtain the net rental value. 

As illustrated by the provident and improvident 
man, the proportions in which the values of suc- 
cessive years diminish as compared with the values 
of the same capital commodities in hand are very 
different, and depend, as all valuation does, upon 
the individuality of the buyer. But this rate of 
decrease settles to a uniform market basis just like 
the market value forms itself out of the value in 
use. 

In a country where the rate of interest is equal 
to five per cent it is assumed, then, that a utility 
to be delivered forty years hence is of practically, 
no value to-day. This would make the total utility 
equal to forty times the utility of the average; or, 
in other words, the twentieth year. The utility of 
the twentieth year being half the utility for the 
present year gives the present market value of a 
capital as twenty times as large as the present 
value of the first year. 

As there is a reason for the perspective In the 
construction of the human eye so there are reasons 
for the vanishing of old recollections and for the 
fact that a man considers one thousand dollars to 
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be delivered to him in thirty years of leas value 
than one thousand dollars to be given him to-day. 
I could limit my discourse by simply stating this 
to be a fact, but without further illustration I am 
content to say that one of the main reasons for 
this lies in the construction of man himself as a 
radiator of labor. As such he produces exchange- 
able values, and while a purchase price is expressed 
by him in his exchangeables now in hand, a rental 
price is expressed by him in exchangeables now 
in hands plus such as are in sight. Or, to say it 
in other words: The man renting property has 
this additional benefit: he can live in a $5,000.00 
house, play on a $400.00 piano, and use a $500.00 
rig without owning any of them, as long as he has * 
a suflacient income arising out of his labor — emit- 
ting body and brains. Without the possibility of 
renting these commodities he could never enjoy 
them until he had saved up enough to huy them 
and that might be far distant. 

Tlte price paid for the use of capital during a 
certain time is called rent or interest. 

We have seen that it is by means of a system, 
a construction, that capital produces its utility. 
Picture a large store in which are fixtures, mer- 
chandise and utensils, but the bulk of which is in 
the shape of goods of various kinds which are sold, 
replaced by other goods, which in turn are sold 
.again. Such a store must be thoroughly system- 
ized, and by means of a certain arrangement it 
must be able to provide customers with all kinds 
of things. Without such a store to purchase from 
a man would have to search the town to find an 
assortment of goods sufficient to make an ordinary 
meal. While the goods may change continually 
the assortment is constant. For instance^ in a de- 
partment store you will find a certain ' class of 
goods on the same counter year in and year out. 
A totality of commodities, so arranged, is called a 
circulating capital or trade capital. The same 
classification applies in a factory where the plant, 
machinery, etc., constitute the fixed capital, and 
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the goods in process of manufacture a circulating 
capital. The more perfectly this circulating capital 
is systemized to the end of assisting the owner in 
his labor of producing and trading, the ipore ef- 
ficient will be the work of this circulating capital. 
The mere fact that goods, money, etc., are there 
does not count for much, as it may be dead stock, 
and the accumulation of dead stock arising from 
the lack of system is the cause, perhaps, of more 
failures than any other one th7ng. 

When I now speak of money as capital do not 
think of a plate glass bank-window with the word 
**capitar* inscribed on it in large gold letters, 
because that is not money. Think of heaps of* 
minted gold, barrels of silver dollars, and stacks 
of bank notes, in reality of money. 

This money never was and never will be capital. 
When you use it, it goes. In its construction there 
is nothing to enable it to radiate some useful labor, 
and a clumsy bar of gold is exactly as good as 
an equal weight of $5.00 gold pieces. It alone can 
not be systemized as trade capital in the sense 
above described. As a small part of a great sys- 
tem like a department store it performs the duty 
of a medium of exchange, but that may be only 
one-hundredth of the so-called capital of that store. 

If a man loans you a house for a year and wants 
the same identical house back after the year you 
can pay him money for the use of it. If a man 
gives you a heap of silver dollars and wants the 
identical dollars back after the expiration of a year 
you can pay him nothing for the use of it. All you. 
could do would be to look at it and that would be 
of no profit to you. But if the same man would tell 
you that you could spend that heap of dollars and 
would let you return other dollars in the same 
amount after the expiration of a year, you could 
afford to give him something for its use. All you 
would have to do would be to buy a house, rent it, 
sell it after a time, and by means of having had 
the use of the money you would be able to collect 
rent on the house, and with this or a part of it you 
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could pay for the use of the money. With wheat 
or coal or any other commodity you could do the 
same thing if the right to return other wheat or 
coal in like kind and quantity would be attach' d. 
This right in the case of money is always under-' 
stood and only in this sense we can speak of money 
as capital. A factory with $100,000 capital means 
that the company has a capital worth as much as 
$100,000.00. While the word "money" is used to 
express the idea it is simply the measure for deter- 
mining the size of the capital stock. 

In loaning money there is a certain risk of not 
getting it back attached to the transaction, and for 
this risk the lender charges an increased rate of 
interest (rent for money). 

The banker's business is simply the reloaning of 
money which people loan him. He backs the de- 
positors by his investment, ordinarily called his 
capital, which capital, together with other reasons, 
enables him to obtain a higher rate of interest than 
he pays. 

But all this money must find its final possibility 
to pay interest in an investment in capital, be it a 
house, a factory, or a railroad bond. 

Again this is all there is to money. There is no 
mystery about it. 

I wish it distinctly understood that I do not deny 
the great, nay, ' the preponderating importance of 
money as a commodity of consumption (medium 
of exchange). I wish only to clearly define its 
function which is so often misunderstood through 
people using the word "money" for wealth. They 
attribute to money some power which is due to 
wealth in any shape, and by naming money sums 
simply as a measure of value. 
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PRODUCTION. 

As creatures of this earth we depend upon it for 
the satisfaction of all our wants. If earth does not 
produce for us what we want we have the power 
within us to change its production by labor. Our 
most original want is the source of our most orig- 
inal labor — the tilling of the soil. Man raises his 
food and does not depend like the animals upon 
finding it perchance. Likewise with his clothing. 
Thus man produced his grain and fruit, raised 
wool and cotton, and spun and wove for his own 
use. If he happened to have too much for one 
thing he exchanged it for something else. The 
principle of exchange which is only the luxury 
part of the law of self-preservation entered into 
action. 

As the wants of the different people are different 
so are their abilities for the different classes of 
work. "A" produces twice the amount of fruit with 
the same exertion as "B," while **B" weaves twice 
the amount of linen as "A." If each works for 
himself each may have to work two hours farming 
and two hours weaving, or a total of four hours 
per day. If "A" farms for three hours and "B"* 
weaves three hours they produce just as much. 
Under the exchange principle they must agree to 
a division of labor to gain this hour. The same 
finally takes place with respect to the labor of 
making the exchanges. Instead of each of ten men 
taking their product to a market one huckster may 
do it for all ten in the same time. 

In the course of centuries the division of labor 
developed to such a degree that a dozen or more 
distinct trades are engaged in making pencils out 
of graphite and lumber, not to speak of the hun- 
dreds of trades it takes to produce the raw ma- 
terial. Possibly five hundred different people had 
a hand in getting together a dozen pencils in a 
carton box printed with gold letters before it got 
into the stationer's shelf. But these five hundred 
persons produce immensely more pencils by the 
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division of labor than they could if each would 
make pencils from the raw material through the 
various stages of manufacture. Be it remembered 
that nothing but the exchange principle brought 
about this division of l^bor. Labor of this char- 
acter is called social labor, and it is the only kind 
that concerns us in this essay. 

Labor is consumed directly in the shape of per- 
sonal services, like the services of a nurse, or it 
enters into the production of merchandise, in which 
case material is used, and this material comes in- 
variably from the earth. The different parts of 
the earth being very much different as to their 
products, they are in the same degree different as 
to their values. The finding of the best produc- 
ing parts has been the aim of humanity for thou- 
sands of years, and to-day many are prospecting 
for gold or minerals. When the earth was com- 
mon property the discoverer would consider him- 
self entitled to the spot that he selected for his 
purpose. He would defend his homestead until 
he was driven from it by force. As civilization 
progressed and the population increased a code of 
**rights" had to be established to do away with the 
feuds, and through the feudal system we passed to 
the present property system by which real estate 
is held and conveyed like other property: by sale, 
purchase or rent. It is held, however, that roads 
and waterways have to be kept open for the com- 
munity at large and its traflSc. 

The right to own real estate has beeiji attacked, 
but I cannot see why it should be any more wrong 
to own realty than other property. The farmer 
is financially better off than the farm hand just 
the same as the rich man is better off than the 
poor one, the wise than the stupid, the energetic 
than the lazy or the happy than the unhappy. The 
realty radiates some, labor either as farm land as 
described above or as city property. The latter 
radiates a utility as a saver of labor to the owner 
by bringing him into contact with many people 
without the necessity of spending hours of travel. 
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For instance, property in the vicinity of a factory 
becomes valuable to the factory employes because 
the man at a distance, gets certain wages for nine 
hours of his time, while the neighbor of the factory 
gets the same wages for 8^4 hours, including the 
time of travel to and from the factory. Farm land 
according to its fertility is for the same reason 
more or less valuable. A rich farm with eight 
hours work per day will produce as 'much as a poor 
farm with ten hours per day. 

Machinery, implements and tools are also labor 
radiating or human labor saving machines, which 
is the same thing. 

Merchandise, which is the product of raw ma- 
terial, human labor, and machinery is without 
any exception the product of capital and lahor. 

This being understood, let us remember our ex- 
ample of the four men buying tents and our ex- 
planation of the market value. We have seen that 
the seller has no influence whatever over the mar- 
ket value after he once has placed his goods on the 
market. We have seen further that the value of a 
thing is absolutely equal to the want — the utility 
of the thing — ^and not in any manner dependent 
upon the cost to the manufacturer or owner. 

But the seller follows the same exchange princi- 
ple as the buyer by preferring the more valuable 
article. The carting away of the fourth tent 
would have been an expenditure of labor to him 
greater than the value of the heavy tent at some 
other place; he therefore threw it away. But he 
will not take another tent there because he knows 
now that he could not sell it. 

The supply stops, and, if he makes those tents 
himself, we say the production stops. 

Thus the supply and production stop at a cer- 
tain point, and this point we have to find definitely. 

Two items only enter into the production of 
merchandise, and these two, capital and labor, 
must be paid. Assuming the regular rent of capi- 
tal or interest to be six per cent, for good security 
and you be a tent manufacturer, making besides 
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wages ten per cent per year out of your invest- 
ment, you will increase your business as rapidly 
as possible. You will borrow capital at six per 
cent whenever you can and make ten per cent with 
it. Others will see that you are making ten per 
cent and start in the ' same business, therel)y in- 
creasing the production; the want for tents will 
be supplied rapidly by the increased production. 
By and by you will sell at a profit which yields 
you 9, 8, 7, 6, 5 per cent. By the time you drop to 
five per cent you will sell your capital and buy an- 
other capital, say, a house, with your money that 
will pay you six per cent, and sell your labor else 
where. Others will do likewise, and in course of 
time — decades may pass — the tent business will 
be good again, the profits rising to 6, 7 and 8 per 
cent, respectively, when the downward tendency 
will begin again (when numerous other persons 
engage in the same business) owing to the in- 
creased production. In other words, the business 
profit will vibrate around the rent or interest on 
capital in good investments. I assume you are a 
tent manufacturer of average ability. The man 
who is less careful than you will lose on bad ac- 
counts or bad management and fail. The fittest 
will survive because while you are making five per 
cent they will still make six or seven per cent, but 
this difference is due to the management, labor, 
and not capital. 

Expressed in other words: The profits made in 
all the tent business less the amounts lost in the 
tent business will, over and above the pay for la- 
bor, seek the level of the average rate of interest 
of all other kinds of capital. 

Any deviation from this rate is due to a certain 
branch of business not being fully developed or 
being overdone, and will tend to either increase 
or decrease competition — supply of capital for such 
business. 

The interest rate of the usurer is subject to this 
rule as well. So-called usurious interest on very 
small amounts is partly not interest but pay for 
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extra labor in making these small loans. When- 
ever they exceed that the loans are so risky that 
what is made in one is lost on another, leaving 
only the ruling rate of interest to the lender. 

The ruling rate of interest is dependent upon 
the demand for capital, ai^d is for that reason in a 
new country always higher than in an old one. 
While in a new country there may be an abundant 
supply of articles of consumption — butter, eggs, 
grain, cattle, etc. — there is always a lack of capi- 
tal commodities, i. e., houses to harbor the increas- 
ing population, machinery, pikes for heavy haul- 
ing, etc. When they are in abundance the rate of 
interest goes down. 

Be it again observed that all of the above con- 
clusions follow directly out of the exchange prin- 
ciple. 

Labor of all grades follows the same laws that 
govern the rent of capital. As a matter of fact, 
it is the same thing. Human labor is radiated by 
man just as animal labor is radiated by horses, 
cows, etc., and where slavery exists man is simply 
a capital commodity like a machine. In human 
labor the sale of the capital (man) is prohibited, 
and everybody his own master, which is the only 
difference between it and other capital. 

Human activity when offered on the market be- 
comes merchandise — social labor — no matter how 
refined or crude this activity may be or what it 
may have cost to produce it. If a man be raised 
at large expense and would spend ten years in the 
study of the Persian language and would offer to 
teach that language his labor would be useless if 
he could not find pupils. 

In order to find the level to which the price of 
labor of all kinds has a tendency to settle we shall 
first consider the ideas of a common laborer. If 
in a certain locality labor is more in demand than 
elsewhere, higher prices are offered. This brings 
laborers fromj other ^Sections. The price goes' 
down, even lower than elsewhere, and when it is 
below that price it will come up again. This, for 
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instance, may be seen in world's fair cities, where 
labor is on the same footing with all other mer- 
chandise and rents. Practically all wages are used 
for living expenses not only for the laborer but 
for his family also. This family produces the 
successors, and when the father dies his children 
take his place. What people consider living ex- 
penses is different in the different countries, but 
in a certain country a certain standard of living 
becomes established, and as soon as wages are such 
that a man has to live below that standard he will 
become dissatisfied, no matter what may be said 
to him about how people live in Poland or else- 
where, he will go West or emigrate elsewhere or 
abstain from marrying or raising children. If he 
have children his babies would possibly not have 
the best of care, because the extra expense in case 
of sickness would be .too heavy for him, and the 
mortality would increase. Thus the standard of 
living is the level which the price of labor will 
always seek. (Vice versa. Continued good busi- 
ness or depression will influence the standard of 
living. Thus both are interdependent.) It is, 
again, not the money but what the money will buy 
which determines the wages, as, for instance, wages 
are higher in the city than in the country because 
living in the country is cheaper. 

This standard of living, however, is the exact 
cost at which the human being, radiating the labor, 
is produced and perpetuated. Thus man sells his 
life laboring for what it costs to produce this life 
with all its abilities. 

This rule does not apply to the common laborer 
alone, but it applies to all other classes of labor 
as well. For instance, a bank cashier with a sal- 
ary of |2,500 will as a rule practically live up his 
salary. His children will be reared in his home, 
and this is the very air where they feel comfort- 
able, and unless they see the possibility of living 
in about the same style as their parents they will 
not feel in shape to marry on a salary of $600 or 
|1,000 per annum; or if they do marry, they will 
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not have many children as a rule. Thus in France 
people have universally come to the "two children 
system. The reason that race suicide takes place 
among the refined classes more than among the 
laboring classes lies principally, although not sole- 
ly, in the fact that such people generally have an 
income out of capital, part of which they will fre- 
quently use in addition to their labor income.. 
Married children will have to do without that 
while the parents live, and if there are many chil- 
dren, with a fraction of it after their deaths, and 
upon equal abilites and luck they would have to 
live on less. This capital feature does not apply 
to the laboring man and does not enter his con- 
siderations. The refined classes dread the idea of 
their children becoming members of less refined 
classes, as clerks, laborers, etc., while the laborer's 
children cannot financially go down but up. Hence 
the poor people raise more children, or, in other 
words, race suicide reigns more generally in the 
higher social classes. 

Each laborer will struggle to remain at his pres- 
ent standard of living, if not to rise, and will di- 
minish competition as soon as he cannot uphold 
his individual standard of living, principally by de- 
sisting from raising a family. 

The standard of living is, therefore, the level 
which the price of labor will seek. 

The different grades of labor shade themselves 
according to their relative utilty as to what they 
are respectively worth to the employer or them- 
selves. It appears from this that the market price 
of a certain commodity is equal to — 

(a) The cost of producing and perpetuating all 
labor spent on such commodity as common labor, 
superintendence, office work and selling and con- 
veying. , 

(b) Interest on original and circulating capital 
employed in producing such commodity, at the rul- 
ing rate. 

This being the minimum cost that an article can 
be sold for, and as all merchandise as well as labor 



is forced through competition to its minimum it 
is evident that everybody buys under the same 
rules by which he sells his merchandise or labor, 
and that to work under this system is absolutely 
equitable and just all around. 

The only thing by which this is brought about 
is free competition. 
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NIONOF'OLIES. 

The only thing which forces labor and merchan- 
dise to its uniform minimum is competition, as is 
shown in the preceding chapter. 

Wherever competition does not exist the price 
of labor or merchandise seeks another level, and 
this we must find, starting from the exchange prin-. 
ciple which commands anybody in business to 
make all he can, no matter how charitable he may 
be when not doing business. (I use "business' in 
its broadest sense. The man who sells his labor 
or the housewife who buys apples are doing busi- 
ness.) 

Now, imagine Mr. Rothschild owning all mer- 
cury mines m the world and studying, under the 
influence of the exchange principle, how to make 
the best out of his investment. What conclusion 
will he reach? 

He can put the price on mercury anywhere and 
sell It at that price, but he cannot sell any amount 
of mercury at that price. We have seen that the 
price is equal to the money value it has for the 
man who has the highest unfilled want for mer- 
cury. The lowest that Mr. Rothschild could con- 
sider would oe the price he would get under a free- 
for-all competition, to-wit: Pay for all labor, 
handling, etc., and current rate of interest. In 
trying to sell more than the market would take 
at that price his price would have to be reduced, 
and he could then make more money by loaning 
his money out at the current rates. 

He can consider only this competitive price or 
one higher than it. On which price will he settle? 
He must settle on one that will pay him most in 
the aggregate, following the exchange principle. 
Assuming that a certain quantity called "Q" cost 
him $9.00 ne must figure like this: The largest 
quantity salable at a profit is the competitive 
quantity, say 100,000 "Q." To get that he must 
make his price $9.50. At this price he makes 100,- 
000 times 50, or $50,000. If he raise to $12 he can 
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sell only 50,000 "Q" at $3 profit, which would net 
him $150,000. If he raise to $20 he can sell only 
20,000 ''Q," but make $220,000. If he raises to $50 
but very few people who cannot substitute other 
goods will buy it, say 1,000 at $41 profit, which 
would net him $41,000. 

He figures that of these prices $20 per "Q" is 
nearest to what we shall call the monopoly price. 
He will settle on this and keep shifting his price 
up or down, always trying to get the closest to the 
true monopoly price, following purely the exchange 
principle to make all he can. Thereby Rothschild 
will extort the difference between the competition 
profit, $50,000, and the monopoly profit of $220,000, 
being $170,000, out of the public. From the fore- 
going we deduce the following rule: That the 
price of a commodity in the hands of a monopolist 
will vibrate around the price which will yield the 
monopolist the highest aggregate profit, i. e., the 
price in which the profits multiplied by the salable 
quantity will yield the largest amount, and this 
price is always higher than the competitive price 
and the quantity always smaller. 

While all the other laborers and capitalists are 
subject to a natural law, commonly called the law 
of supply and demand, which is more severe than 
man-made law, this monopolist stands outside the 
scope and independent from this law. Everybody 
else works and makes his capital work for every- 
body else at the cheapest possible price, and every- 
body gets his necessarieis and supplies, except 
monopolized goods, at this same uniform price. 
Mr. Rothschild gets his supplies out of the wealth 
of this earth at the competitive price, but he de 
livers the workings of his capital at a premium. 

When Mr. Roosevelt in the great coal strike 
stated that he represented the third party in the 
dispute a great many people considered his utter- 
ances as a sort of philosophical phraseology, and 
probably the operators and the miners both 
thought so, assuming it were a matter between 
themselves. But it was not so. Aside from the 
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fact that the people were suffering, the nation, his 
client, had a cold-hlooded business interest in this 
question in the same degree as the miners and 
operators, which, taking the above figures, would 
amount to exactly $170,000, the surplus profit of 
the monopolist. 

Referring to the above example, Mr. Rothschild 
will now figure that his mines are worth consider- 
ably more than before. If they were worth $1,000,- 
000 before the monopolization he will now say 
that they are worth $4,400,000. Should any one 
wish to know whi/ he will tell him because they 
net an income of $220,000 — the value of a capital 
depending solely upon the value of the yearly earn- 
ings; and yet the output is less than it was before, 
he having decreased the supply. 

Now, if some government should insinuate that 
he were making too much he would say that he 
were simply making five per cent, which is only a 
legitimate profit. 

A chemically pure monopoly is the sole and en- 
tire ownership of a commodity. It is seldom found 
in its pure form. We generally use the term to 
apply to the ownership of a commodity from which 
the competition is in a preponderating degree ex- 
cluded. Thus all common carriers are monopolies. 
A street railway excludes competition in the street 
it occupies, and a railroad on its route and ac- 
cesses to certain , factories. A gas company pre- 
cludes competition from the fact that its lines are 
laid to supply everybody on these lines, and the 
expense for the pipes being by far the largest part 
of the entire expense a competing company is in 
the same streets practically excluded. 

For the reason that monopolies furnish their 
services at the monopolistic prices and stand 
beyond the law of supply and demand vast for- 
tunes are amassed by them in a short time, a frac- 
tion of which they may pay for a charter. As soon 
as a charter is acquired the company acquiring it 
has a monopoly. By it they are elevated above 
competition. . . By it they obtain possession of cer- 
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tain privileged rights to dig up and use or cross 
the streets iu preference to others. The very- 
streets that by mutual consent are excluded from 
being subject to sale and rent and must be kept 
open to the public. The value of the charter is 
equal to the amount which the monopolies derive 
from the public in excess of the competitive stan- 
dard. Let me illustrate this by an example; Sup- 
pose a street car company owns a plant which cost 
$2,000,000, and for its charter pays $20,000 into the 
city treasury over and above taxes, etc., then the 
current rate being five per cent, this company, if 
subject to the law like others, would earn $100,000 
net annually and the above mentioned $20,000. 
As shown, this is the competitive price. If this 
company makes $420,000 then it can be capitalized 
at $8,000,000 and still yield five per cent on its 
face value. Thus $6,000,000 is the excess profit 
the company makes beyond the profits made by the 
citizens working under the law of supply and de- 
mand. It is, in short, the value of the charter, 
and since the city gave the charter this money 
should be paid to the city. There is no plausible 
reason why any one but the city should get this 
amount. To be more accurate: This amount is 
due to the patrons of the company because they 
are entitled to buy their rides under the law of 
supply and demand with a due allowance to the 
citizens in general for damage done to them by 
granting the company preferences in the use of the 
streets. For the former a due reduction of fares 
must of course be made, for the latter an extra 
tax paid, but in no case must there be more than 
$100,000 left to the company, or the law of supply 
and demand will be violated. 

It should be understood that I am not speaking 
of manipulations with the stock. The above 
named $8,000,000 represent exactly what a thing 
yielding $40u,000 is tcort^.. .Fictitious values be- 
yond that are subject to shrinkage. 
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THE TRUST. 

From the monopoly starts the trust. Mr. Rocke- 
feller, the founder of the first trust, was undoubt- 
edly a man who would have become wealthy even 
without the assistance of the railroads, but it was 
only through and by the railroads that he has at- 
tained a fortune larger than the world has ever 
seen before. 

He obtained a secret and cheaper rate than any 
of his competitors from the railroad companies, 
say 25 cents per barrel. Producing oil as cheap 
as his competitors, he could sell it at a price at 
which they could make nothing and still earn 
these 25 cents per barrel. A sale of 200 barrels per 
day would yield him $50 per day. Others would 
have to quit business, yet he would be able to in- 
crease his output to, say, 300 barrels, and his re- 
bate to 35 cents — would make him $105 per day. 
The next step toward increasing is significant. He 
acquircBS a charter of some other company which 
allows him to do business in all the other States 
of the Union, and in anything in which he wants 
to trade. With this charter he enters all pe- 
troleum States, associates himself with a number 
of others and makes a contract with the railroads 
by which he increases his rebate to fifty cents; and 
since he can now show the railroads that they 
make too much off his competitors he forces them 
to give up to him this same rebate on the competi- 
tive shipments, so that he now makes 50 cents on 
each barrel of oil shipped by him or his competi- 
tors. If there were 3,000 barrels he would make 
$1,500 per day. With $1,500 per day to start with 
it was an easy thing to force his competitors out 
of business. They being out, he could raise the 
price $1 per barrel, which would make his profits 
$4,500 per day, or $1,350,000 per year. With this 
now he had a modest start for a business which 
has developed in such a marvelous manner that he 
now owns railroads, steamships, pipe lines, news- 
papers, banks, warehouses and numerous other en- 
terprises. 
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He accomplished all of this by avoiding the laws 
of competition, or, in other words, the law that 
regulates the supply. Railroads as monopolies are 
generally not subject to this law. If they had been 
they would have decreased the rate to all refiners 
alike. For himself he managed, however, to get 
a few roads to compete for his own production. 
They then paid him the difference or part of the 
difference between the competitive price and the 
monopoly price. He thus managed to get a part 
of the surplus profits out of these monopolies, the 
railroads. The second step was to acquire a mo- 
nopoly himself, and he hit upon an article the pro- 
duction of which was then confined to a few States, 
and was therefore specially adapted for being 
monopolized. So far then there is no trust feature 
in it. The trust commenced as soon as he asso- 
ciated himself with others and before he was 
strong enough td control the entire production. 
Instead of staying in Cleveland until the railroads 
or the Pennsylvania interests suspected the nature 
of his operations, in which case they would have 
cut him out or have granted similar privileges to 
others, which would have put him on a competi- 
tive basis, he joined the Pennsylvania interests 
and divided with them as long as he had to do so. 
By this movement he continued to enjoy the 
monopoly price for his investment instead of the 
competitve price long before he could have owned 
the entire output of petroleum. A combination of 
competitors founded for the purpose of raising the 
competitive price is a trust. Following the ex- 
change principle they must have this purpose, and 
ii they produce the bulk of a certain article they 
are always able to raise the price; if they embrace 
all they can force the monopoly price. (The read- 
er will, of course, understand that I am not trying 
to give a correct history of the Standard Oil Com- 
pany, but that I merely wish to explain the work- 
ings of a trust, and follow in general lines the do- 
ings of the vastest trust now in existence.) 

There is nothing perfect in this world, not even 
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a trust, and there is nothing in our laws to prevent 
a man from competing with a trust. The battles 
between manufacturers are very different from the 
battles between a manufacturer and a trust. The 
purpose of a merchant is solely to make the best 
interest out of his investment. When he cannot 
make that he drops out. The object of the trust 
is to be the 07ily merchant in a certain line of busi- 
ness, hence the trust starts out with the intent to 
kill competition. It may for the time abandon the 
purpose to make money until competiton is ruined, 
and it will, whenever possible, localize the competi- 
tion by isolating the competitor.If he be an oil re- 
finer the trust will purchase raw oil in that locality 
at a ruinous price or isolate him in other ways 
and eventually lose money in that locality to wreck 
him. 

The greatest help toward isolating a man from 
the great markets is, obviously, in the hands of the 
railroads as shown above. They can, will and 
must, under the exchange principle, not only 
transfer their monopoly price to any suitable arti- 
cle, but by handling it themselves, like coal, or 
transferring it to oil or beef, multiply it a thou- 
sandfold — isolating other producers absolutely 
from competition by means of discriminating rates. 

The competition between a trust and others, 
then, does not benefit the puhhc in any way and 
does not change the level to which a commodity 
produced by a trust will settle in price. 

There are but two ways of having a regular in- 
come: Out of one's labor and out of one's capital. 
In all classes of speculation there is to each gain 
a corresponding loss. Deduct the one from the 
other and there is no remainder. Speculations in 
futures in the grain market are simply bets be- 
tween two parties whether the price will be higher 
or lower than a stated figure at a stated time. The 
loser pays the difference between the stated priae 
and the price ruling at that time to the winner- 
Out of gains brokerage is paid and living expenses 
defrayed; thus the winning side is taxed, and ia 
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the course of years failure generally ends the, 
speculator's career. Since nobody can foresee the 
future nobody has a particular advantage over the, 
other. In the speculation in monopoly and trust 
securities the thing is a little different. The**net, 
income of a monopolized enterprise gives it a cer- 
tain value; this income can be manipulated., 
Profits of one year can be spent in improvements,, 
and these improvements can be figured as ex- 
penses. Then there would apparently be no in- 
come, and the securities would go down. Or neces- 
sary expenses can be delayed and a profit shown 
which really is not made, and ihe papers may be 
sold to the public at high figures. Then dangers 
of great legal and other complications may 
threaten to destroy the future profits or they may 
vanish. In all these cases only the managers have 
a full knowledge of the facts. They may conceal 
or enlarge them with more or less scruples, going 
even so far as to wreck a trust and to buy it again 
at receiver's sale. Thus there is betting going on 
between the knowing and the unknowing man, and 
no question under those circumstances can arise 
as to who will win. Betting of this • kind will 
cause hundreds or even thousands of millions to 
change hands in each year, and this betting then 
becomes anotner and regular source of income to 
the trust owners. 

The trusts derive in each instance their surplus 
income not by means of a natural law, as the law 
of supply and demand, but by acts of councils and 
legislatures in granting charters or by failure of 
these bodies to act in suppressing this gambling, 
for instance. Through their lobbies, employing 
the highest legal talent, etc., and their tremendous 
wealth they will always endeavor to perpetuate 
this state of affairs, which in course of a century 
has resulted in making laborers out of the ma- 
jority of our people, has immensely reduced the 
middle classes and has placed into the hands of 
one per cent of this population a large portion of 
the wealth of the Nation. 
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UNIONS. 

Labor unions are combinations for the promo- 
tion of the interests of the working men. Since 
labor is absolutely in no way different from other 
merchandise as far as its vaiue is concerned, it is 
just as absolutely subject to the rules of supply 
and demand, and once in the market the laborer 
cannot rule its price. The only way to increase 
the price of labor is by decreasing the supply, say, 
from ten to eight hours per day. Nothing at all 
need be said about wages; the price will imme- 
diately go up. But let it be remembered that with 
the labor price the price of all commodities will 
also go up. The price of all commodites is equal, 
as demonstrated, to the price of labor contained in 
them plus the current rate of interest on the goods 
and capital employed in their various stages of 
production until purchased by the consumer. 
Now, while the rate of interest may not go up, it 
takes the same amount of capital to run a factory 
with a smaller output, the factory and machinery 
only working eight instead of ten hours. 

Thus develops the fact that the manufacturer 
and the laborer are — ^nolens volens — always part- 
ners as to the outer world; partners with no defi- 
nite arrangements as to the division of the profits. 
But if the manufacturer has much to do then the 
laborer has also. If the laborers form a trust or 
union to decrease the number of hours then the 
machines, the use of the buildings, etc., rest just 
as many hours. The production of the earth and 
the gathering of the grain in exactly the same 
degree. So no harm is done to or benefit obtained 
by either capitalist or laborer as far as the" pro 
rata of their earnings is concerned. But the pro- 
duction is one-fifth less, and in this fifth less we, 
the public, all share alike. In other words, our 
money will now buy only four-fifths of what it 
used to buy, and in a very short period the stan- 
dard of our living must decrease. The price of 
wages will go up to |2.50 for eight hours instead 
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of $2.50 for ten hours, but the $2.50 will buy the 
same as $2 bought before. We have never realized 
that so much, because the efficiency of work by the 
rapid increase of labor-saving machinery has offset 
the decrease in time. All this is true only under 
the provision that all labor in the country is re- 
duced at the same time. All in all it cannot be 
said, however, that a reasonable decrease in the 
time will not sometimes be beneficial to the laborer. 
Where the labor is very hard or injurious to health 
it may oe better to decrease the hours and thus 
produce more sanitary living rather than uphold 
a more refined standard of living. 

But the eight-hour day was introduced by one 
trade union after the other, and when the first in- 
troduced it it had all the benefits and very little 
of the increase in living expenses to pay, the prem- 
ium being only in the almost imperceptible ratio 
of its share in the entire production of all com- 
modities. So labor in this union commanded a 
premium — absolutely equal in aspect and nature 
to any other trust profit. The others followed. 
By this time the remaining trades began to feel the 
unjust discrimination, and in the course of time 
it became with the remaining trades a necessity 
to follow in the footsteps of the other unions, and 
we have the above result. If the first union had 
remained alone in its exceptional position the in- 
flux of new laborers by young men would in course 
of time have put this trade's wages down to the 
average. In some trades the hours are of ne- 
cessity long, for instance, the hours of the farm 
hand. The fight for short hours will result in at- 
tracting the farm hands to the cities and raise 
wages on the farms to a point where, although it 
will not be more in dollars and cents, it will af- 
ford a better and more sanitary living than in the 
cities. May it be observed here that the labor of 
long hours never is so efficient as that of shorter 
hours, from which fact the above would have to be 
modified somewhat. 

As soon as labor in its hours or in its efficiency 
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during the hours of work is reduced in a certain 
country that country loses in power to compete 
with other countries in the world's marltets, and 
part of its wealth will drift away to foreign coun- 
tries. Hence the downfall of England, where the 
efficiency of labor was systematically destroyed. 
While the hours of labor should be matters of in- 
ternational agreement, to whisper to a man to work 
slowly is of an almost criminal character, because 
it enhances a man's bread without giving hinr 
more time to rest. 

While the union can do very little in a genera»l 
way, and while the labor element as a whole can 
in no way without punishment evade the law of 
supply and demand by walking the path of Mr. 
Rockefeller, who cares little whether he and his 
trust associates pay a little more for coal oil and 
other commodities, a union may be of benefit to its 
members in other ways. 

When we explained the law of wages we had to 
assume a st^te of normal business. We saw that 
a long, slow period of increase is followed by a 
similar period of decrease. Besides this, business 
is subject to more acute periods of booms and 
panics. During a boom all branches of business . 
and all branches of labor earn more than demon- 
strated, but during panics less. The average is 
the normal state. Labor during boom periods will 
get higher wages by the manufacturer bidding in 
labor, without strikes, just as other merchandise 
goes up, and merchandise never strikes. Now the 
probabilities are that the manufacturer will try 
to work what we called, under the subject of Ex- 
change, "the Oriental way," by isolating his men 
so that they will not leave him for other jobs. 
The father of a family cannot move away so quick- 
ly as a foot-loose young man. The employer may 
also try to intimidate men and in a general way 
discriminate unjustly. A union can consolidate 
the interests of the workingmen and go before the 
employer as a whole to treat with him. Such a 
union will then be as strong a power as the manu- 
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facturer, not as a one-thousandth of that power. 
Thus the workingman may often be able to obtain 
an immediate increase which the manufacturer 
means to retard for a while. 

In case of panics they can devise ways and means 
to avert the greatest suffering and lay a plan be- 
fore the manufacturer as to the best arrangement 
of working hours when there is not full time for 
all to work. As long as the influence of the union 
works in the direction of fair and equitable treat- 
ment they can surely do some good. They must 
never enter the management of the business, how- 
ever, nor can they force higher wages than would 
come to them any way except by a decrease in the 
hours of work, and in this event they enhance the 
cost of living. 

When a manufacturer permits a strike to be on 
he has surely become desperate, because it destroys 
the very thing that his own work and capital de- 
pends upon — the system of his business, and that 
cannot be reorganized in a day if it has to be done 
with a large percentage of new men after the 
strike is over. The wages of the capitalist and his 
managers are inseparable from those of the other 
laborers. He is fighting for a living in his sphere 
from the same impulses which the workingnfen 
follow, and it is the same fight for existence. A 
strike should certainly be only a means of last re- 
sort. 

Between a monopoly or a trust and their men 
the thing is entirely different. A trust by its con- 
struction denies other employers the right to exist. 
By its construction it raises the price and dimin- 
ishes the output. Thereby it throws men out of 
employment, using means over which it alone has 
control. It creates a price over which it has con- 
trol, and it can simply dictate by a blacklist that 
a man shall not find employment in his trade if he 
travel from Boston to San Francisco. The trust 
Is aggressive; labor, for defense against a trust, 
must form a union. The only thing they can do 
is to try to get the wages of nontrusted men for 
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as many hours as it takes to keep them all em- 
ployed and enough more to fight their battles. 

But outside of a fight between a trust and a 
union there cannot be any more excuse for an 
aggressive union than for a trust. It is Identically 
the same thing as a trust and fights its battles 
with the same means. It isolates the manufac- 
turer, who cannot move his factory very readily to 
another city, and even in the home market the 
modern union separates the manufacturer from 
the free laborer. It diminishes the output and en- 
hances thereby the cost of living to all other trades. 
Each union fights for a preference of its members 
over all others, and the members of other trades 
are its enemies. As demonstrated, a fight of all 
laboring men consolidated will not do them any 
good if waged on the lines on which the modem 
unions conduct their wars, for they enhance the 
cost of living as much as they could possibly gain 
on their wages. 

The only way that the laboring class as a whole 
can gain an advantage over capital as a whole is 
by a decrease in the price of capital — the interest. 
Kvery consumer pays in each purchase to the two 
sources of income, interest and labor, and none 
otlfer. If the interest rate is five per cent he pays 
to capital one-half as much as if it is ten per cent, 
and if the article purchased is made by a machine 
with an efficiency of one hundred it costs the pur- 
chaser one-half as much as if made by a machine 
with an eflBciency of fifty. Hence the laborer has 
the deepest interest in a well-regulated bank sys- 
tem and that the manufacturer work with the most 
efficient machinery. All other aims are not of gen- 
eral interest to the laboring class, but of particular 
benefit to a certain union and of just as particular 
detriment to all others. 
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In the preceding chapters I have confined myself 
strictly to theories. For the last ten years I have 
been comparing these theories with others, and 
have been constantly testing them as applied to 
conditions and events as the controversies between, 
capital and labor produced them. Anything that 
I have considered not absolutely substantiated be- 
yond a doubt I have eliminated, and now I feel that 
I can defend them successfully. 

When it comes to practical suggestions as to* 
what is needed for a permanent reconciliation be- 
tween labor, capit&l and the public, minds may 
differ as to the feasibility of the different meas- 
ures and as to when, where and how to begin. It 
belongs to the great political parties and to our 
statesmen to find ways and means for this. The 
details for the manner of procedure require a 
knowledge of laws and especially an accurate judg- 
ment of political possibilties which I do not pos- 
sess. 

I shall, therefore, have to restrict myself to th% 
great general conclusions which are corollaries or 
these theories. 

An improvement of any kind means a change 
and the possibility of making a change should 
therefore be facilitated as much as possible. Some 
necessary ' changes might, however, require amend- 
ments to, or changes in, our constitution since the 
constitution would either prohibit them or make 
it rather difficult to enact them. 

While I realize that changes in our constitution 
should not be very easy to make it would surely 
be very desirable if at the present time our consti- 
tution were of a somewhat more flexible character. 
This would not necessarily affect the stability of 
our form of government, as a reference to conserva- 
tive England which has no written constitution, 
demonstrates. Generally the constitution of this 
country is looked upon by the citizens as something 
almost unalterable, and I have often heard the re- 
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mark by some man who fully and heartily desired 
a change in the law that such could not be done on 
account of the constitution, which certainly was 
not framed to serve as a stumbling block for our 
progress in the art of government. 

Had the fathers of this republic written the con- 
stitution in the year one it would probably, in the 
bulk of all commercial respects, have been good in 
the year 1800. Written a hundred years ago it is 
with reference to industry and commerce inade- 
quate. Commerce has been defined (I believe by 
our Supreme Court) as "intercourse." 

In the year "1" people traded, travelled and com- 
municated with each other practically the same as 
in 1800. To-day we do this radically different. 

But surely, no matter how far-sighted the framers 
of our constitution might have been, they could 
not possibly have even dreamt of the changes that 
have taken place during the last century. And if 
they had, they could not, in 1789, have made a 
constitution that would have held good then and 
now. 

. While it might have taken a man a year to have 
travelled from Boston through this continent a 
hundred years ago with a good chance of his never 
getting there, a child can make the trip now with 
perfect ease and comfort in a few days. The Bos- 
tonians can send word to and receive answer from 
San Franciso between breakfast and dinner. A 
person one hundred years ago had to depend on 
the fields in the neighborhood of his village for his 
foodstuffs and pay for them in accordance with the 
crops in these fields. To-day he figures the prob- 
abilities of the price which he will have to pay 
from the sales that were made an hour ago in 
Liverpool, Chicago, Calcutta and Buenos Ayres, 
and when he takes dinner he has a selection of 
material before him which was raised near Boston, 
in Florida and in the Red River Valley. People live 
in houses and cities now of sizes of which our 
forefathers had no idea; the entire mode of living 
and amusement has changed, and instead of little 
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workshops we now have factories employing men 
by the thousands. A large number of such fac- 
tories are combined and from one head office comes 
an order which affects hundreds and thousands 
living thousands of miles apart. Even social ccoi- 
dltions have changed; — then the Mrth of a child 
was hailed with joy, now we have to contend with 
race suicide. 

It stands to reason that institutions which were 
established in 1789 had to be such as to bring each 
person under the protection and within the reach 
of law when the way of communication was slow. 
In other words, a man would only enjoy or fear 
a legal proceeding which took place in his im- 
mediate neighborhood. To-day an order for a legal 
step will leave Washington, D. C, and be e^^ecuted 
in San Francisco in less time than an order of a 
hundred years ago in a place twenty miles away. 

From all this we wish to draw but one conclu- 
sion: If a certain change in our laws and govern- 
mental institutions is good and so pronounced by 
the people and convicts with our constitution, the 
constitution must be changed for "Salus populi 
suprema lex esto" (the welfare of the people shall 
be the supreme law). With all due respect for the 
wisdom of the fathers of this republic we must not 
consider our constitution divine or even the best 
thing for our present condition, because it was not 
framed to fit our present conditions. 

Another fundamental requirement for a decided 
improvement in our prospect for a peaceable settle- 
ment of the great probleihs before us is the crea- 
tion of a higher esteem for our public authorities. 

The citizens cry '' corruption,'' and the great 
captains of industry fairly snub public officials. I 
am satisfied that all that is said about corruption 
is not true, but there surely is enough to demand 
improvement. 

Recurring to the education of our children, a 
keener appreciation of probity should be instilled 
in them. 

They ought to learn to appreciate a man's worth 
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absolutely independent from his wealth and his 
so3ial standing. It is the popular idea that a public 
office may be used for enriching one's self. Thus 
people will unhesitatingly vote for a candidate 
whose integrity is not free from stain. This idea 
being general a man of irreproachable character 
will seldom permit himself to be a candidate for 
a public office. Thus in the course of time the 
voters have the choice between two candidates each 
of reproachahle character, and in most cases it 
becomes almost impossible for the voter to make 
a choice. 

Each people has the government it deserves, and 
if the voter himself would clearly understand that 
a public office is a public trust which only an abso- 
lutely trustworthy man is competent to fill, if a 
voter would understand that it is his duty rather 
to desist from voting than to vote for one of two 
unworthy men, our politics would soon become 
purer. I wish to emphasize in this respect the 
question of education, but the matter of education 
has such a tremendous scope that I can not, in this 
booklet, dwell upon it. 

If one of the parties would make it a bona fide 
issue to nominate none but absolutely trustworthy 
men, especially for executive offices as mayors, for 
instance, it would help the party wonderfully into 
power, although not into the spoils of the office. 

The further progress in the civil service reform 
should also have a great effect to improve the 
general standard of our offices. A man who knows 
that he has a life joh if he works faithfully will 
do so, but if he knows that he will soon be out he 
will be more apt to make all he can as long as he 
is in. 

Besides the party organization it is the public at 
large who can even against a machine organize for 
a better class of officers, and it is a surprise to me 
that, in these times of trusts and unions, one im- 
mensely powerful organization has not been 
formed. I am speaking of an organization of tax- 
payers. If contracts are paid for at twice their 
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value, if men are employed for nothing but polit- 
ical purposes, if charters are given away for one 
tenth their value, who los3s but the tax-payer? The 
politicians and the contractors gain by it, but the 
tax-payer loses. And still the same man who has 
a cash register in his store pays sums in unreason- 
able taxes which in the whole country amount to 
hundreds of millions a year. There can be no doubt 
that an organization over the entire country with 
a suborganization in every county could in two 
years save the tax-payers tremendous amounts 
annually. And the people who should form such 
an organization are the very people who could 
afford to do it and would not find it a task too 
djflacult or expensive for the result, if they do not 
yield to all kinds of foolish whims but confine 
themselves to enforcing an honest administralton 
of the funds of the people. • 

If these two fundamental requirements, to-wit* 
the greater flexibility of our constitution and a 
greater probity on the part of our law makers and 
officers be established, we have all possible ground 
for hope of a peaceable settlement of the difficulties 
between labor and capital. 
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SUQGKSTIONS 
AS OrO CARITAL. 

Legislation will have to act in the directions of 
capital and labor. We have seen that while the 
wages of the people and the earnings of the mer- 
chants who work under the law of supply and de- 
mand, place their labor and merchandise into the 
world's supply at the uniform and minimum cost 
of their productions at which satne cost they buy 
all goods so produced, the monopolies and trusts 
sell their goods at an advanced price. The equality 
ceases; an injustice is done to one part of thjB 
people by another part, and the prevention of this 
injustice is the sacred duty to any government. 

The first •requirement to enable the government 
to fulfill this duty is the removal of all state lines 
as far as commercial law is concerned. The actions 
of monopolies and trusts extend over all the states, 
and a necessary counter-action of the government 
must do likewise to be effective. The commercial 
law so adopted should be codified and kept codified. 
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NIONOPOLIES. 

Be it remembered that I apply the word "mo- 
nopoly" only to "chartered monopolies" such as 
railroads, gas companies, ^tc. They need charters, 
because they have to have privileges over other 
people in the acquisition of property and the use 
of the public highways for the conduct of their 
business. If a gas company could bottle its gas 
and sell it over the counter it would not need a 
charter and it would be subject to competition. 
Hence the chartered monopolies exist by virtue of 
a certain interpretation of the rights to acquire, 
lease and own real estate. 

The right of individuals to own real estate has 
often been attacked principally on the ground that 
it be nonsensical to designate one certain part of 
this earth as being the sole property of one person. 
It has been pointed out that any one too poor to 
own realty would have the very soil taken away 
from under his feet. Many peoples through many 
ages did not know the individual ownership of 
land. But with settled peoples following agricul- 
tural and industrial pursuits the ownership of real 
estate became as much a necessity as the owner- 
ship of other kinds of property with the provision, 
however, that the navigable watercourses and a 
sufficient number of highways should be unsalable 
and remain public, not individual property. On 
this compromise and theory the cultured nations 
have now finally settled. With this firmly estab- 
lished, can it be right that a government should 
shirk its duty to take full charge and control of 
all public highways? And if it should be right to 
give up the control over the public highways why 
should it not be right to have private ownership 
of our capitol, the state and court-houses, and why 
should it not be right to sublet the policing of the 
city to a private corporation? 

Let us consider what has been the result of pri- 
vate ownership of railroads and street cars. In the 
conduct of their business they kill and wound one 
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hundred thousand citizens annually. 

They have amassed unheard of fortunes for the 
few. 

It has been said and often repeated that our 
government is too corrupt to operate the railroads. 
But is there any difference whether a board of 
aldermen gives away a charter worth many mill- 
ions in one contract or whether politicians extort 
these millions from the people in course of years? 
And if our national, state and municipal govern- 
ments are too corrupt to manage the railroads are 
not they too corrupt to run the mail service? And 
are they not much too corrupt to deal out justice 
in their court rooms? 

Unquestionably the government has no moral 
right to evade th« duty of keeping under absolute 
control and management our public highways, 
watercourses and railroad systems. It must re- 
acquire them, establish a civil service law regulat- 
ing the service and prevent any and all accidents 
that can be averted. As a matter of course the 
present owners of railways are entitled to reim- 
bursement for their property at a fair valuation 
ana if paid for in bonds to interest on them, but 
nothing should be paid for fictitious values. 

Government ownership would give the people the 
following advantages: 

The monopoly would be stripped of its vicious 
profits.. 

An immense saving in human life and health 
and the avoiding of misery which enters thousands 
of families every year in the form of accidents. 

It would prevent trusts from isolating competi- 
tion by means of discriminating rates. (This fea- 
ture alone is so vast in its scope that neither the 
Standard Oil Co. nor the Beef Trust would to-day 
exist, had we had governmental ownership.) 

It would ajford the government a means to 
stimulate business in cases of general panics by 
ordering large improvements at a time when labor 
is necessarily cheap. 

Before the reader cries "Socialism" let him con- 
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sider that the government ownership of railroads 
is an avowed success in other countries and let 
him also remember the different steps of my proofs 
which with iron necessity force the coriclusion of 
government ownership. Let me repeat these steps: 

1. Nature's first instinct is the law of self-pres- 
er.vation. 

2. Following this, man must try to acquire 
things useful to him; hence: what a man considers 
useful to him is of value to him; he would rather 
possess it than be without it. 

3. As a corollary of this we have the exchange 
principle "to prefer the more valuable to the less 
valuable." 

4. An absolute conclusion from this is that a 
proprietor of a monopoly must try to obtain the 
monopoly price for what he sells. 

5. Under the monopoly price the monopolist 
stands under a different law from the other citizens. 

6. Since all this is based on the first instinct of 
nature — the • laiv of self-preservation — and since 
this fundamental law cannot be abolished, nature 
being unchangeable, the individual ownership of 
monopolies must be abolished. 

Any half-measures like the establishment of 
freight rates; etc., will not do; they will be violated. 

The crucial point is this: 

As soon as the laws acknowledge individual 
ownership they must allow the reign of the ex- 
change principle upon which all commercial in- 
tercourse is irrevocably based; the laws can, by 
force, limit the rates at a maximum, but only under 
the provision that it leaves the companies that 
elastic "reasonable profit." However, in order to 
avoid freight rebates they would have to examine 
not only the books but the private salaries of the 
officers, the appointment f. i. of Armour's men as 
freight agents with salaries equal to the intended 
rebates, etc. The government would also have to 
examine the contents and weight of cars to pre- 
vent wrong entries and classification, etc. In fact, 
the government would finally be compelled to ab- 
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solutely run the railroad systems in order to avoid 
discrimination. 

Look at it from Armour's viewpoint He says 
or thinks: "/s it common ordinary commercial 
right that I should pay as much for 100 pounds as 
Tom or Dick or Harry when I ship a hundred cars 
while they ship one? If a man buys 10,000 pounds 
of sugar he does not pay as much as the one who 
buys only one pound!" 

Armour does not consider himself a criminal 
any more than the man who drinks a glass of beer 
after law-hours and goes home sober, or as the man 
who prayed to his god in another way than the 
ancient laws prescribed. 

And he will get a lower rate and the railroads 
will pay the difference to him as long as private 
ownership lasts, and, commercially, he is entitled 
to it. 
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"TRUSTS. 

While a railroad can never deny that it is a 
railroad, a trust will deny that it is a trust, 1. e. 
a corporation evading the law of supply and de- 
mand. The dividing line between a trust and a 
manufacturing company not being clearly deflnahie, 
it follows that special legislation against trusts 
should be avoided as much as possible and general 
laws enacted which will prohibit the injustice done 
by trusts without directly designating them as 
trusts. 

The first requirement for monopolizing a certain 
commodity is a large capital. In most branches of 
business the capital required is so enormous that 
no individual possesses the required amount; hence 
capitalists associate themselves, i. e. form a trust. 
But even if a number of harmonizing capitalists 
work together, their aggregate capital would not 
be large enough to monopolize an important ar- 
ticle, and it must be understood that capitalists 
Joining hands for the formation of a trust must 
harmonize. They are waging a war and it requires 
a strong, fearless management, which can not be 
easily changed, to carry on the war. Thus organi- 
zations were invented and legalized by means of 
which one certain clique of stockholders owning 
but a small portion of the capital of a trust retain 
in their own hands the management. 

For instance a trust may be a stock company 
operating with a capital of five hundred millions. 
The capital may be divided as follows: 

Bonds 1250,000,000 

Preferred stock 150,000,000 

Common stock 100,000,000 

Total $500,000,000 

The .control of this company then remains with 
the majority of the common stockholders. Fifty- 
one million dollars worth being a majority of the 
common stock, this amount — approximately one- 
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tenth of the operating capital — absolutely controls 
it all. These fifty-one millions then represent the 
ring in the ring. More than that, in some cases 
where operators could not even own a majority of 
the common stock they manage to get a number 
of outsiders to exchange their common stock for 
sto2k in a "'securities'' company, a majority of 
which latter would then control the trust. In other 
words: of the fifty-one millions suppose twenty- five 
millions be owned by outsiders, twenty-six millions 
by ringleaders, then by merging their interests by 
means of a securities company, the twenty-six nail- 
lions would control the "'securities'' company, the 
securities company owning the majority of the 
common stock of the trust, would control it, there- 
by the twenty-six millions would control the entire 
five hundred millions. 

But more than all this, the manipulators and 
promoters of trusts have been watering their stock 
to such an extent that the common stock has a 
fictitious value only. It represents no actual assets 
but is founded with the distinct intention to serve 
as a means to control the management. It is so 
watered that it may sell for twenty cents on the 
dollar. In that event then the above twenty-six 
millions or fifty-one millions respectively would 
represent a market value of say five or ten millions 
cash — which would control the entire five hundred 
millions. 

If it were not possible to found stock companies 
in this way, trusts could not thus be founded. 
Hence the conclusion follows that our laws should 
stipulate that the issue of preferred stock be pro- 
hibited and that the bonded indebtedness of a 
stock company should not be more than one-half 
of the actual assets of a company nor more than 
one million dollars. They should also provide ample 
protection for the minority stockholders, which 
are at present almost disfranchised and at the 
mercy of the majority, who too frequently confis- 
cate the minority's property. A reasonable percent- 
age — say one-fifth — should have rights similar to 
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junior members of a partnership, and upon their 
request a dissolution or receivership should be 
granted upon the ground of disagreement with the 
other members. 

Such measures would do away with frenzied 
financiering and would practically not harass com- 
panies of $2,000,000 or under in any way — an 
amount certainly suflBcient to successfully run any 
individual factory. It would make it impossible 
for a few in a few years to accumulate millions 
and would protect the public in general — the pub- 
lic from whom these millions are extorted. They 
would not hinder a manufactuier to hypothecate 
his factory for as much as it would be safe to 
hypothecate it. It would not prohibit a factory to 
be capitalized for one hundred millions of hollars, 
but ninety-nine millions would all be on an equal 
footing. It would take half of the entire capital 
to control It and then the majority could not 
confiscate the rights and property of the minority. 

Probably a government office would have to be 
created which would ao away with the watering 
of stocks and other manipulations by which the 
ignorant are lured into paying ridiculous prices 
and, in fact, lose sight of what a so-called dollar 
means in reality. 

Proper laws should prevent the pajnnent of any 
premiums for reducing the output of a number ot 
manufactories, or the payment of premiums to the 
jobbers made conditional upon the exclusion, the 
isolation of competitors. 

Likewise should the isolation of the laborers be 
prohibited, and a coal- miner f. i. should not be 
coerced to buy his articles of consumption of cer- 
tain stores; nor should a manufacturer act as col- 
lecting agent for stores or landlords — that is to 
say pay in any way but cash. 

And in the mining business each mine or each 
oil field should constitute a business by itself — as 
It naturally is — and the pooling of. a number of 
mines into one interest should be prohibited. 

While these provisions would not hinder the free 
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development of industries in any way and would 
hardly be more strict than the laws now existing 
in some states, they would prevent the formation 
of trusts of any consequence. Remember I take 
for granted that the railroads are government 
property and that we have uniform national laws. 
No majority has the right to encroach upon a 
man's personal rights be his name Rockefeller or 
some other. It is natural and undeniable that a 
man should have the right to make as much money 
as he can as long as it can be a means of satisfying 
any wish or desire of himself or his family, how- 
ever luxurious. But above a certain number of 
millions it does not mean that. It means power 
alone, power to subdue others and to trample upon 
their rphts, and it is a nation's duty to protect 
the weak against tyranny. The above suggested 
legislation would not render difficult an accumula- 
tion of wealth except in utterly unreasonable 
measure and by such financial acrobats as a Gould 
or a Rockefeller, the accumulation of whose im- 
mense fortunes ruined their stomachs and nervous 
systems, but gav-e them power beyond description. 
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T^AXATION . 

The burden that the citizen shares is the tax by 
the government. The tax question was the main 
cause of the American Revolution, the origin of 
the Unit'ed States. There are two classes of taxes: 
direct and indirect. Direct taxes are such as are 
collected from the citizen under the name of taxes. 
Indirect taxes are placed on merchandise, and are 
advanced by the manufacturer or inporter and 
paid by the consumer as a part of the cost of the 
merchandise. The consumer gensrally does not 
realize that he pays the tax. 

Obviously the direct tax can be levied more 
justly than the indirect tax. An indirect tax is 
only excusable if it is the intention to limit the 
use of a certain article because its use is bad or 
its importation detrimental to the public welfare. 
It is always unjust as to the man; it affects the 
man with the family mor/e than the single man. 
A just law should favor married life and the rais- 
ing of a family as against race suicide and prosti- 
tution. Again it affects the poor man more than 
the rich man. If one-tenth of the population of the 
country owns half its wealth, this one-tenth pays 
little more than 0D,e-tenth of the indirect taxes, 
while it should pay at least half. It has often been 
demonstrated that even taxes on articles of luxury 
follow this rule. For instance on silks: the poor 
nine-tenths of the population who own but half of 
the nation's wealth use considerably more than 
half of the silks. All indirect taxes are bitterly 
opposed by the laboring classes of all civilized 
countries with which taxation has become a science 
from the fact that they are not countries of plenty 
lik,3 ours. Just one consideration ridicules the 
indirect tax utterly and absolutely. Nobody can 
pay taxes but out of his income. The indirect tax 
is levied on an expense, the consumption, and the 
consumption is what makes our chimneys smoke 

It has been said that tax,es shall be equal, but 
what is the meaning of "equal"? A geometrical 
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equality is only one thing: to tax every man, 
woman and child alike per head, which would 
certainly be the most unjust tax that could be^ 
levied. All indirect taxes are certainly as <unequal 
as they can be. There is but one equitable and just 
tax and that is an income tax, possibly not in the 
form in which our Supreme Court refused to sanc- 
tion It, but it must be an income tax. To arrive 
at the income of a man it is necessary to ascertain 
his wages and his wealth. The current rate of 
interest on his wealth give his average income 
because this is the level to which his income will 
settle. It is not necessary that a man should con- 
ceal his wealth and it need not be made public, 
but it must be ascertained not by an oath but under 
a heavp penalty. The only just rate a man can pay 
is one proportioned to his ability to pay; but it 
must not result in undermining energy or enter- 
prise. 

Here now are three fundamental principles for 
just taxation: 

(1) A tax can only be paid out of an incom,e 
and must therefore be based on the income. 

(2) A man's tax should be in proportion to his 
ability to pay. 

(3) It should not be increased on any stage of 
income to such a degree that it will undermine his 
energy. 

A schedule similar to the following would seem 
the most simple and feasible. The first $50,000 of a 
man's income should be taxed say five per cent. 
The second six per cent., the third seven per cent., 
etc., etc., with the provision that the tax levy 
should never be higher than fifty per cent, of his 
income. In this way only millionaires would pay 
a higher tax rate than other citizens but certainly 
not over their ability to pay. The state, county and 
city taxes would have to be percentages of the 
government taxes. Corporations should be treated 
as individuals. 

An income tax is the only possible tax proper, 
because it can not be shifted to other parties. To 
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tax a man means to make him pay something out 
of his assets hut not to make him advance some- 
thing which he will recover from his customers. 
All indirect taxes are, as a matter of course, shifted 
to the consumer. The direct taxes, as we now pay 
them, simply tax real estate and the merchant on 
his goods more than the man with interests hear- 
ing securities in bis tin hoxes. On an income tax 
as ahove described the extremely rich man would 
find it to his advantage not to form tremendously 
large concerns. The difficulties of ascertaining 
these incomes would disappear if we agree that 
nobody should conceal his wealth. They are cer- 
tainly less than to guard our borders against 
smuggling. We must cut loose from a way of levy- 
ing taxes like they were laid in old England during 
the middle ages: **take it from the man whom you 
can the hest catch," 

Indirect taxes might be levied in extreme cases 
only, always considered as what they are, not 
revenue taxes but fines for using whiskey or im- 
ported goods, protective measures. All of it and as 
much as is needed, but certainly all of it should 
be used for charitable purposes to be described 
later on. 

A protective tax and one that is needed more 
than any other protective tax is an inheritance 
tax on large properties or possibly one to be levied 
in the same proportion as the above described 
income tax. By it the danger of a dozen families 
through their dynasties dictating permanently to 
our people will be rendered more remote. 
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SUGQKSTIONS AS TO LABOR. 

In a country without a government man takes 
his necessaries wherever he finds them, and If he 
finds them in possession of' somebody else he fights 
to obtain what he wants. 

This is the natural right of man. 

A government unc^ertal^es to curtail this right, 
and thereby assumes the duty to provide for such 
as are unable to take care of themselves under the 
changed conditions under which the battle of life 
is fought, which condition the government created 
by its laws. 

Every civilized government acknowledges tbat it 
can not permit a man to die on the street from 
hunger. 

Since, however, nothing is so demoralizing as 
the acceptance of alms it is the duty of the govern- 
ment to provide conditions under which the battle 
of life can, under civilized rules, be most success- 
fully fought by the greatest number of citizens. 

The struggle is necessary to keep the people 
healthy, energetic, progressive, and, above all, to 
create the necessaries of a high standard of living. 

The government has neither the duty nor the 
right to create favorites by paying its own em- 
ployees excessive wages or to assist certain trades 
to form trusts by which their constituents obtain 
excessive wages. 

From the foregoing principles we deduce the fol- 
lowing conclusions as to in which direction our gov- 
ernment should legislate with reference to labor: 

A. STANDARD OF LIVING. 

To provide the highest possible standard of liv- 
ing it should abolish all abuses in social production 
as sweat systems and all unsanitary and dangerous 
conditions in factories and cities. It should pro- 
mote the founding of parks and forests, encourage 
healthy and recreating outdoor sports as fishing, 
etc., and limit the time of labor reasonably, espe- 
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cially to such trades which confine workingmen in 
an impure atmosphere. That other nations should 
not have any advantage over us in the world's 
markets from their not enforcing such sanitary 
conditions, our government should use its efforts 
to make them an international issue. The laws 
must prohibit foreign, especially Chinese and Hin- 
doo, contract labor. Female labor is a problem in 
itself too large for this book; but while it is under- 
stood that the man must provide for the family, 
it is necessary that female work should not be 
encouraged in social labor. Woman has not the 
duty to provide for the family, and it is impossible 
for a man with this obligation to compete against 
a woman without it. As a whole the female sex 
suffers by it; they make it harder each year for the 
father to earn their bread and in the long run they 
suffer bodily. I fully understand that a woman 
must have a chance to make a living honorably if 
she has to, but by encouraging female labor too 
much we are creating a state where all women will 
nave to make their own living, which means de- 
crease in marriages, race suicide and prostitution. 
Another class of competition without obligation is 
the work of prisoners. It should be excluded from 
social labor and used only for the improvement of 
pikes, etc., and especially for purposes of a char- 
itable character. Above all, the standard of living 
should be kept as high as possible, and by inter- 
national work the United States should try to in- 
crease the same in other countries, that our country 
may remain able to compete for the world's mar- 
kets. 

Labor suffers most during panics, and the ap- 
propriations for government work should not be 
nearly equal each year, but should be very eco- 
nomical during good years and very liberal during 
panics. With the railroads in government control, 
immense amounts of extra work could thus be 
created when the people needed it. 
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B. BANK. 

The laborer, as a rule, can not see into an eco* 
nomic proposition further than one step: more 
wages, or — which is the same — shorter hours. We 
have seen how higher wages and shorter hours for 
the laboring classes must of absolute necessity 
reduce the purchasing power of money in a greater 
degree than the increase in wages. We have also 
seen that the standard of living is not subordinate 
to the money amount of wages paid, but that" the 
scale of wages and the standard of living are inter- 
dependent. In other words: If the standard of liv- 
ing is by law elevated the wages must follow, i. e. if 
sweat system, unsanitary dwellings, etc., are abol- 
ished and prohibited .wages must go up. 

The interest which the laboring class have in a 
good bank system is hardly ever recognized by 
them. But here is an indisputable fact: all income 
is either pay for labor or rent for capital, and all 
articles of consumption — and they constitute the 
standard of living — are sold to the laborer and 
capitalist at the cost of labor plus the current rate 
of interest on the capital employed. It follows, 
then, that the lower the rate of interest the larger 
is the share which the laborer gets out of the re*' 
turns for the finished product. What capital does 
not get, labor does. Hence, besides the elevation 
of the standard of living the laborer has the great- 
est possible interest in the rate of interest. This is 
regulated by supply and demand, but a large in- 
fluential bank can facilitate the supply immensely 
and also regulate it. Hence, it is necessary that 
our country should have a bank similar to the 
national banks of other countries with a few pro- 
gressive features added. Without going into de- 
tails I would outline a bank of this kind as follows: 

1. The capital of this bank should be so over- 
whelmingly large that it would be in itself an ab- 
solute guaranty of safety, say, two hundred million 
dollars. 

2. Since this bank in itself might be a threat to; 
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the public and apt to follow in the steps of monop- 
olies and trusts, the majority of the board of di- 
rectors should be officials appointed by the presi- 
dent or elected by the people. The bank and its 
management should be private, but the government 
directors should control the fulfillment of its obli- 
gations to the people. Any earnings above five per 
cent, should be divided equally between the stock- 
holders and the country at large and the earnings 
should never be more than ten per cent, at the 
outside to the stockholders. 

3. This bank should have a large number of 
branches accessible by mail service at minimum 
cost to every citizen in the United States. 

4. It should answer the following purposes: 

a. Transact all governmental business. 

b. Have all government deposits. 

c. Become in course of time the only bank issu- 
ing paper currency which should be issued in just 
such amounts as the country needs it. 

d. Be the general savings bank of the people. 

e. Discount notes and thereby establish the cur- 
rent rate of interest. In times of booms it should 
increase the rate, so as to restrain the speculation 
and unwarranted enterprises. During panics it 
should stimulate business by low rates. It would 
thus help to smoothen the ups and downs of busi- 
ness, to which the stomach of the laborer will 
never get accustomed. 

f. It should have an information department 
reporting on all kinds of securities on absolutely 
sound principles. It should buy and sell these 
securities on commission but should not own them. 
With this department it could in a great measure 
avoid the manipulations of speculators on Wall 
Street and stop the extorting by multimillionaires 
of a hundred millions annually — more or less. 

g. Nobody should be allowed to own more than 
say $10,000 of the stock of this bank nor should 
there be more than $20,000 in the same household. 

Every citizen knows then where he can take his 
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money and have it safe. Earnings above ten per 
cent, would be impossible. The rate of interest 
would of necessity be low. If he needs advice about 
Standard Oil or other stocks he gets the best by 
disinterested parties, and the country would have 
a bank to fall back on in case of war, panics, etc. 

C. CARES OF THE DISABLED. 

Not all of us are young, bright or strong, and 
the government has the duty, as stated, to protect 
the ones who lose health and limbs in the struggle, 
or who are too young or too old to earn a living, 
by means of institutions and pensions. It has no 
right to shift this duty to charitable and religious 
societies. It is surely to the credit of these societies 
that they have always felt this moral obligation. 
But they should be excluded from this work ex- 
cept in the service of the government, because only 
the government can do it systematically and equit- 
ably and collect the expense equitably. 



When thus the conditions for the success of the 
laboring people are created the individual has to 
take care of himself. Liegislation of this kind 
would prevent all extreme suffering; it would 
create chances for the moderately gifted to enjoy 
a reasonable comfort; it would modify the waving 
between booms and panics considerably; it would 
create strong middle classes; it would prevent in 
a great measure the earnings of the poorer and 
ignorant to drift to unscrupulous speculators; it 
would prevent these speculators from collecting a 
surplus profit; it would give everybody the pur- 
chase of his supplies at the same rate at which he 
furnishes his capital and labor; it would prevent 
the few from obtaining most of the wealth' and 
power of the republic. 

I have known very intelligent laboring men — ^men 
with little school education, possibly, but still men 
who would grasp a condition clearly, keep it level 
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in their heads, and fhiderstand the whys, where- 
fores and final consequences. 

As a rule, and as a consequence of not being* 
trained to a continued sequence of logical thinking, 
they are very nearsighted. Somebody promises 
good, big interest — and they give him their earn- 
ings; they generally pick out the bank that will 
fail. They see that ten per cent is more than three 
and that is all they do see. Somebody will tell 
them they will make two dollars where they only 
made one — but they don't see that the two dollars 
are of an inferior kind. They see that sometimes 
at the end of a strike they get half a dollar more,, 
but they don't see this: That in order to get this, 
half dollar more, they had to make labor scarce by 
striking. In order to keep it scarce they have to 
strike chronically or remain unemployed part of 
the time. Instead of working 240 days for $2.50 they, 
on an average, work only 180 days at $3.00, getting 
540 instead of 600 dollars per year; they don't see 
that by these methods they enchance their living 
until they try to build them an $800.00 home and 
must pay $1,200.00 for it. As a rule they don't see 
that the capital: "Factory" works only ei^ht hours 
when they do and that this capital gets 10 hours' 
pay for eight hours* work and that the laborers as 
consumers pay this to capital; They do see that a 
labor saving machine throws certain men out of 
employment; but they don't see that the money 
which is paid for the work of the machine can not 
be employed otherwise but in the purchase of some- 
thing which contains labor. This antipathy against 
labor saving machinery Is so universal and yet it 
should be clear to everybody that scarcely one 
tenth of the laboring men, compared with 100 years 
ago, could be employed if labor saving machinery 
threw them out of employment. 

If they lose a strike they clamor for "compulsory 
arbitration," but generally they don't see what 
compulsory arbitration means. It means that they 
will be compelled by their organization to work 
for certain wages — as dictated by the arbitrators. 
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Slavery! If the factory canT stand it they will 
be .locked out for lack of orders in spite of any 
arbitration. An arbitration can only take place in 
matters of principle, for instance, as to payments 
to be made in cash, as to coercion to buy supplies 
or rent houses from employers; and these things 
should be regulated by law. But as to wages there 
is no question of right. The employer must bid in 
work, in his own interest, whenever the demand is 
there, and the workingman can only get the wages 
this demand dictates. 

If the laborer would see the workings of our 
great industrial mechanism as a whole he would 
do away with many of the present practices of the 
unions and their leaders; he would know that his 
union is good — and only good — for "easing up" the 
functions of the law of supply and demand by 
assisting its members to And employment, etc. And 
if the laborer understands the questions which 
touch his bread and butter most vitally he would 
not try to he a party to a trust, but make frdn't 
against all trusts. He would very much interest 
himself in the rate of interest, in a government 
bank, in public institutions as parks, baths, etc., 
in the sanitary regulations and ordinances of his 
home city, and national legislation and interna- 
tional treaties concerning labor conditions. He 
would very carefully study the questions of taxa- 
tion, and, in short, all economic questions, rather 
than allow himself to oe called out from this job 
at any time and for any reason^ 

Much, very much, patriotism will have to be 
shown by our people; most of it by our politicians 
and by our trust magnates. Will they have it? 

What if they do not? Face to face stood the 
coal miners and the soldiers. The guns were 
loaded. The people of New York were suffering. 
Day by day the excitement grew. Hatred and 
fanaticism ruled among the ranks. The operator, 
threatened in his possessions, made the claim 
which unchained the most cruel war of all times, 
the claim of divine rights; the common man in- 
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sisted upon natural rights, the right over which 
nobody has authority, which break the laws of 
nations and society a thousand times every day 
and which excited all great revolutions. A thought- 
less command, an infuriated orator, and the ter- 
rible would have happened. Citizens would have 
slaughtered citizens. It did not happen. Admirable 
tact among the leaders, unusual self-control and 
the right word at the right time prevented it. 

But day by day the gap between labor and capital 
widens. Here a manufacturer is compelled to sub- 
mit to the dictates of men in his own domain. 
There a local manager will mercilessly lock his 
doors because business policy so demands it, a busi- 
ness policy decided upon a thousand pailes away. 
The government has no right further than to meet 
brutal force by brutal force. 

Where will it end? Here is an end in analogy 
with our last civil war: John Brown will speak 
the word and the firing and rioting will begin; 
John Brown will be hung, but stronger measures 
on both sides will be the result, the hatred will 
grow, the magnates will insist on law and order 
as the slave-owners did — judges will give all kinds 
of decisions, the terror of the word "anarchy" will, 
more and more disappear. And again riots will 
take place over some ship loads of tea or some train 
load of coal. Then, in some state, call it Massachu- 
setts or Rhode Island, some other majority will 
rule and some other decision will be given. No. 
They will not secede; but they will establish new 
constructions of law and will defend them and 
other states will follow. And when it is all over 
there will be no monopolies, and as much pay for 
all kinds of immoral properties as the slave-owners 
got for theirs and by and by the battle for life will 
begin again under changed rules of the game. 

May our country be saved the spectacle of an- 
other civil war! May our legislators find a way by 
which conditions are created which do not keep 
the common man in hot water all the time between 
booms, panics, strikes and lockouts to which the 
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human stomach can not assimilate, conditions 
which give our people a good living, fair chances 
of acquiring a reasonable comfort, the surety of 
an easy age and help in distress. We do not want 
conditions under which millions and their power 
can in a short space of time be amassed and where 
people for months will have to go hungry. And if 
such conditions be created we need not fear that 
the history of our present revolution will be writ- 
ten with blood. 



-76- 



APPENDIX. 

Since I deviate in my definitions of "value" and 
"capital" considerably from the definitions others 
give, an explanation why I did not adhere to these 
seems in order and I shall briefly refer to the 
theories of John Stuart Mill and of the Socialists, 
who two are typical for most definitions. 

John Stuart Mill gave his definition at a time 
when political economy was in its infancy; they 
are in no way exact or scientific and are merely 
speculations and ideas about value and capital, 
but no analysis. He says: "That a thing may have 
value in exchange two things are necessary: It 
must be of some use — satisfy some desire — but 
secondly the thing must not only have some utility, 
there must also be a difficulty in its attainment." 
Briefly stating the sense of his further explana- 
tions, he says that the two elements "utility" and 
"difficulty of attainment" (this being in many 
cases the cost of production) are the limits be- 
tween which the exchange value swings. He does 
not state what exchange value is, which level it 
seeks, but gives a large space, limited by "D" and 
"U," in which it can be found. He might as well 
define "man" as a "living being between five and 
seven feet in size." Besides all that it is not cor- 
rect. This exchange value does not swing some- 
where between the "difficulty of attainment" and 
the "value in use," but it is the "difficulty of attain- 
ment" in all cases where an exchange is made. No 
exchange is made above the value in use. He fails 
to treat on the market as a whole and on "market 
value" which, in fact, is the only value of practical 
importance. "The utility of a thing in the estima- 
tion of the purchaser is the extreme limit of its 
exchange value; higher the value can not ascend," 
he says. This is correct only as to this particular 
purchaser's exchange value, but it is evidently 
wrong if the words "exchange value" are applied 
in the sense of a market value — which it ought to 
be to arrive at conclusions of economic merit. 
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When aluminum was sold at a dollar a pound this 
exchange value was higher than the value in use 
it nad for the thousands of would-be purchasers 
as became evident the day the price was reduced 
to thirty-five cents, when this demand at once be- 
came effective. Obviously with his definition he 
can not explain where a uniform price of merchan- 
dise as for instance of wheat, cotton, etc., settles. 
Remember he does not designate the exchange 
value as settling on the cost of production by labor 
and capital, but somewhere higher than this and 
possibly considerably higher. 

While he gives a different definition of demand 
from ours, limiting it to a demand upwards of the 
cost of production — which he is quite at liberty to 
do — he oufht to also speak of this dormant de- 
mand as evidenced by the drop in the price of 
aluminum. His failure to do so is disastrous to 
him since he therefore fails to see that the pur- 
chaser alone — not the seller makes the price of 
an article after it is once on the market. This fact 
is of the greatest importance in our labor troubles, 
because labor — besides being by far the most im- 
portant merchandise — is always in the market, and 
to reduce the supply of a certain branch of labor 
is a matter requiring years for adjustment. In this 
respect then his definition of value is insufficient 
for the comprehension of labor questions. 

More disastrous than this is Mill's utter failure 
to analyze "utility" as satisfying something of a 
negative character, which would do away with the 
confusing "difficulty of attainment," and his fur- 
ther failure to detect that values are diminishing 
with the time of delivery. It renders him lament- 
ably helpless in his efforts to explain capital, as 
we shall presently see: 

He says that interest is due to the capitalist 
firstly, as a rewardttor his abstaining to use it for 
his own benefit. As a matter of fact no reward can 
he due to any one for not doing a thing, and when 
he abstains from using his machines, horses, etc., 
he keeps them, but why should he draw interest 
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beyond the wear and tear — ^the absorbed pari — of 
his capital? This he leaves unexplained. Secondly, 
he says the capitalist is entitled to a recompiense 
for superintendence; but superintendence is labor, 
not capital. And thirdly, he claims the capitalist 
to be entitled to an Insurance for his risk! Un- 
employed capital is often subject to a risk and to 
wear and tear as well, but, besides that, to how 
much insurance is the capitalist entitled? Obvi- 
ously to as much insurance as the risk amounts to, 
or, in other words, the capitalists who are more 
careful than the average will gain as much as the 
less careful lose. The capitalists as a class can 
consequently derive no income from the insurance 
features nor 4s there any reason why they should. 
All reasons which he gives to establish the right 
of capital to interest (these three) are evidently 
no reasons and he fails to see the real reaison. be- 
cause he failed to correctly analyze "value." And 
to this fact the socialists and others point very 
correctly. 

It is evident that while J. S. Mill has a rough 
idea where and what things are, his IC'Slc is so 
loose and his analytical Investigations to super- 
ficial that we can not use them to advantage, es- 
pecially as applied to our advanced stages of in^ 
dustrial development. In saying this the fact is 
very clearly in my mind that Mill wrote at a time 
when political economy was no science, and that 
probably nobody has done more to make it a sci- 
ence than John Stuart Mill. 

Since the socialistic theory of value is radically 
different we will turn to It to see what we may find; 

11. 

All socialistic theories are based on "Karl Marx's 
Kapital." This book has become the hihle of so- 
cialism and I shall therefore refer exclusively to it. 

To properly appreciate Marx's definition of value, 
which he says himself is "hard to understand," it 
is necessary to realize what Mr. Marx's final pur- 
pose for his peculiar definition of value is: He 
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wishes to demonstrate that value in exchange is 
not utility^ but human labor and nothing hut that. 
That value in use is utility he can not deny, it 
being Implied by the very word use (utility). 
Without stating at the outset what "value in ex- 
change" is in his opinion, he proceeds to demon- 
strate that it is intrinsically and radically different 
from value in use. Obviously the value of a thing 
to a certain individual differs in size from the 
value this thing has to other individuals, and a^ain 
differs in size from the value which a body of 
individuals (the market, the exchange) will place 
on the thing. Value has that in common with all 
other properties which depend upon man's fancy 
as for instance: beauty, wisdom, etc. But nobody 
except Karl Marx would try to persuade anyone 
that the very meaning of the word ''value" would 
change. 

He construes a difference of "quality" and 
'•quantity." (I must interpose that in a German 
scientific sense the quality of a thing means its 
property without reference to the superior or in- 
ferior grade of the property. (Qualis means "of 
which kind," quantum how much.) He says "value 
in use" is something of a quality-like nature, while 
"value in exchange" has the nature of a quantity. 
In other words, he claims what anybody knows to 
be the difference between the modifying words 
"wse" and ''exchange'' as being the difference be- 
tween the one value and the other value. Again 
referring to the same subject he declares that when 
you sell a thing and when you measure it, the thing 
itself changes in your hand into something else. 
He might as well say that a sledge hammer and a 
heavy hammer are two different things, the first 
by its construction and purpose a hammer, the 
second is some quantity ("heavy") and contains 
not an atom of the meaning "hammer." He actu- 
ally states "not an atom," and he wants to change 
the name "value" for one of the two into "worth." 

It is evident that there can not be any intrinsic 
difference between "quality" (property) and "quan- 
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tity." In fact they are inseparable; as soon as a 
thing contains a certain property, say "value in 
use" or "beauty," it contains it in a certain degree 
(quantity). Had Mr. Marx had any idea of the 
soul of a language his grammar would have told 
him that the very words which are in German 
called '"quality words'' (adjectives) are the only 
ones which are subject to comparison as to their 
quantity: useful, more useful, most useful; fine, 
finer, finest, etc. That is: they contain a smaller 
or greater quantity of the quality (property) which 
they express. After having made the distinction 
he thinks that he has forever impressed upon the 
student that there is no similarity between "value 
in use" and "value in exchange"; that the student 
will never think that "value in exchange" depends 
upon "utility," and he wants him to forget every- 
thing said except this. 

He then drops "value in use" and treats on 
"value in exchange," claiming that the feature 
which makes "value in exchange" is human labor. 
He makes no attempt to prove this further than 
demonstrating, what we all know, that all mer- 
chandise contains human labor. This is his only 
proof after he thinks he has guarded himself in the 
former chapters against the idea that "utility" 
could have anything to do with value in exchange. 

In his explanation of "value in exchange" — 
human labor — he has not proceeded more than a 
few lines when he finds himself obliged to say that 
only useful labor counts as labor, etc. He never 
allows the thought to strike him that if only useful 
labor counts as labor, it must be the utility in this- 
labor which passes into the merchandise as value 
in exchange. 

In order to show that labor be value in exchange, 
he would have to prove: 

(1) That labor of any kind produces value 
(even useless labor). 

(2) That there is no "exchange value" except 
where there is labor. 

(3) That labor and value in a thing are always 
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pontained in it in the same ratio. 

In my definition I prove all these things. In his 
definition he contradicts himself in the first of 
these three necessary steps of proof by excepting 
all labor which is not useful. 

A reflection of the value of real estate, land, 
charters, etc., contradicts the second. 

As for the third item I refer to articles of 
fashion. A woman's hat when out of date contains 
the same amount of labor as when in style, but it 
is considerably of less value. 

His error is evident; he reverses cause and effect. 
It is not, as he says, because men spend so much 
time searching for gold that this metal has value, 
but it is because the gold is so valuable that men 
try to find it. 

But let us follow his conclusions, which are 
simple enough. If nothing but human labor makes 
value then nobody is entitled to values except the 
laboring people. In other words, all capitalists 
drawing interest and all landlords collecting rents 
are not entitled to them. 

According to Marx's ideas they accomplish their 
moral wrong in the factory, close it behind the 
workmen and mark it "No admittance." The value 
of a laborer's expenses for living and perpetuating 
his labor is worth, say, four hours of his work per 
day. This fact, however, does not prevent him from 
working ten hours or more. The capitalist makes 
him work this ten hours and deprives him of the 
value of six hours' work by means of the power 
of his money (note the mysterious idea of money) 
under the aid of our laws which are all arranged 
to hold up the capitalist system. And now comes 
his classic definition of capital: "Capital is crys- 
tallized labor," the compound of these six hours 
per day stolen and accumulated. 

All income except pay for labor being vicious 
(viz.: all interests, rent, business earnings, .etc.) 
it will therefore be necessary to make the govern- 
ment the only capitalist and abolish all private 
capital. 
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Here the socialistic theory stops. They refuse 
all information how this could be done, and, al- 
though challenged a thousand times to formulate 
a plan for socialistic government, they have stead- 
fastly refused to do so. 

Why?? Because they can not. 

It is evident to anybody who has investigated 
their theory of value that the same is nothing but 
an almost incredible twist of phraseology. The 
analysis of capital depending entirely upon the 
correct definition of the elements of exchange value, 
their capital is nothing but a Utopia, something 
that can not be turned into real life. 

Let us see what it means to abolish capital and 
what it will lead us to without exaggerating and 
without being sarvastic. 

To abolish capital means that a man can not own 
a home of which he might at will dispose by rent- 
ing or selling; he can not own a restaurant; he 
can not own a horse and work the horse for a 
living. If he did he would have an income out of 
a capital; or snould the word capital in this sense 
not be admitted by the socialists we would say: 
he would have an income from a source other than 
his labor. 

All factories and all farms would have to be 
government property. The entire press would have: 
to be in the hands of the government. Everybody 
would be a government oflficer. Our educational in- 
stitutions would be under the absolute control of 
the government; they would teach governmental 
science and eliminate all contradictory science and 
knowledge. There would be no money payable to 
bearer, because in that event the bearer could 
transfer it to some other party — a party who would 
possess it without having worked for it. The law 
of supply and demand would not exist in its con- 
sequences, that means it would not regulate the 
price of labor; the appraisement on the value of 
labor would therefore either depend upon the 
judgment of a senior oflicer or there would be no 
appraisement. In other words, the labor would be 
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furnished for a price fixed by others and paid for 
in a check for which the owner could buy goods< 
only for his exclusive use and benefit, or, secondly,* 
all labor would be considered equal; no checks 
would be issued, but everybody would get his meals 
and have access to a certain amount of other values, 
limited and stipulated by law. 

Speaking first of the former theory, the result 
would be that there would be a general complaint 
about their not being treated right. Nowadays if 
a man feels that he is worth more than he gets he 
is at liberty to find another job elsewhere, and if 
he is actually worth more he can find that job 
unless some other employer will even come and 
offer it to him. Under socialistic regime he would 
have to complain and litigate, provided he could 
find a lawyer, which, however, is doubtful since 
the lawyer works under the direction of the same 
government. Possibly a whole trade might think 
it was treated wrong. A rebellion, a strike, would 
oe on hand and this strike would be so general that 
if the bakers, for instance, should strike, there 
would be no bread in the entire land. However, 
how the bakers could communicate with each other 
from town to town I can not see, when the govern- 
ment owns all means of communication. That ev- 
erybody would feel in himself the ability to be 
something better — a railroad president, for in- 
stance, is evident, and the education being equal 
I can not see why all railroad men of the same 
age should not be railroad presidents. The men 
occupying the higher positions would in proportion 
to their more effective work, as ascertained and 
appraised by government officials, get better sal- 
aries, they could buy more and I do not know 
whether they would not find means to treat some 
other people — pretty girls possibly — to champagne. 
In fact they would take the exact social position 
of our capitalists. 

The second and last possibility would be that 
everybody works, say six hours, and get an equal 
limited ratio of supplies, one of these supplies be^ 
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ing the one by which the race and the labor is 
perpetuated; this also then would have to be ap- 
portioned to both sexes. The principal item to 
observe by the individual would be to see that he 
gets an easy job, and if there are too many archi- 
tects everybody would try to be an architect on 
short daily work; the food and everything else 
being equal anyhow, why should he work? But 
that supreme heing, the government, might stop 
that. It would finally tell you what to learn, which 
trade to follow, what clothes to wear, which girl 
to marry — and so forth. In short, this scheme 
would not work. 

And these two are the only possibilities. If there 
are more I make the often repeated challenge to 
any socialist to lay a plan for a social state before 
me, a challenge which has never been accepted! 

The socialists will tell you two things if you 
confront them with this: firstly, that everybody 
has to make his interests secondary to the general 
interest, and secondly, that the socialist state re- 
quires a higher state of civilization. But why can 
not they assume this higher state and make propo- 
sitions? If all men were angels nobody would suf- 
fer in any form of government. But the healthy 
progress and the very existence of man depends up- 
on the fact that he must struggle and fight his way 
upwards, that he must look out for himself. Ob- 
viously the* socialists are not calculating with a 
humanity as it is, but with a constructed piece of 
machine, without flesh and blood, passions and am- 
bitions, calling it "man" after the same tune after 
which they called utility — labor. It is a phantom, 
and socialism is not a doctrine or a science, it is 
a religion. 

The greatest organization which ever existed and 
made individual interest subject to general interest 
is the best example. I speak of the Roman Catholic 
Church. In course of centuries, with the best of 
experience and the greatest devotion, this system 
was completed, and what was that Church forced 
to adopt? The monks have to give up their per- 
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sonal interest, fortune, etc., and they live in celi- 
bacy. This settles the pay for wages and the ques- 
tion of marriage. They must ' submit to their 
government and entertain no idea of reasoning for 
themselves; the pope is acknowledgedly infallible. 
The monks get their meals as their superiors order 
them, and wear prescribed clothing. But their 
members enter the system voluntarily; nobody is 
compelled to be a member of that socialistic system 
and anybody can temporarily or forever jump out 
of it if he wants to. Do the socialists think that 
a fancy has introduced the religious laws of the, 
Catholic Church, and can they not see that all these 
rigorous laws were forced upon the Church by the 
principle that the interests of the community 
supersede those of the individual? 

And do the socialists believe that the rules which 
govern the Catholic clergy could be applied to a 
whole people? That an entire people would con- 
sider infallible the doctrines and regulations of a 
government? That an entire people would be will- 
ing, man for man, to give up all earthly hope and 
ambition for a desire to serve a government? That 
they would renounce all family ties and live in 
celibacy? 

The socialistic religion can no more define the 
functions of the socialistic state than the Christians 
can describe the regulations governing the Here- 
after! 

THE END. 
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